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“Mutual” has meant— 


The good of 
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Mutual casualty insurance has the endorse- 


ment and patronage of leading industrial organi- 
zations and thousands of outstanding individual 


ROM the founding of the first mutual insurance business leaders. 


company down to the present day—mutual 
companies have existed solely for the benefit of 
policyholders. 

Under the mutual plan policyholders own the 
corporation and benefit directly by the economy, 


care and ability of its management. 


Employers of labor, car and property owners, 
anyone engaged in business, will find interest in a 
booklet on mutual casualty insurance. It will be sent 
on request. No solicitation will follow. Address 
Mutual Casualty Insurance, Room 2203, 180 
North Michigan Avenue, Chicago, IlIlinois. 


The dividend record of mutual companies sur- 
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) FOR THESE CASUALTY RISKS: 

Liability (all forms) 
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of mutual corporations have an unbroken record of ietdes 
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Burglary and Theft P; operty Damage 
Workmen's Compensation Fidelity 


dividends every year since organization. Mutual 
dividends are returned to policyholders, who are the 
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The Promise to Pay 


«—(THE JOURNAL COVER ILLUSTRATION: FROM A PAINTING BY WALTER DE MARIS]——@ 


LL of civilization banks on the 
benignity of Nature; every- 
one holds a blanket promise 

from Nature to supply his wants. 

The farmer, the manufacturer, 
the merchant, the banker, in their 
constant reference to the crops are 
but referring to certain promises of 
Nature to deliver to 
all of us a new allot- 
ment of wealth—real 
wealth, tangible, use- 
ful, necessary —the 
substance that is back 
of money and nego- 
tiable instruments. 

In the blossoms of 
the Springtime the 
promise to pay rises to 
its highest and most 
exalted form. There 
is no question about 
the period, the matur- 
ity. All that is settled 
and established and 
gauged to our needs with transcend- 
ent wisdom, and even if he could 
radically change it, man_ prob- 
ably could not improve it, try as he 
might. 

Nature’s promise to pay, magnifi- 
cently illustrated in the bloom of the 
fruit orchard, runs along from one 
parallel of latitude to another with 
the seasons, anticipating mankind’s 
needs and writing in petal and flower 
and landscape the signs of their ful- 
fillment. 

Coming to us, as all this does, with 
mysterious regularity interwoven as 
it is with our lives, perhaps there is 


too much forgetting of how com- 
pletely in the banking world those 
paper promises are dependent upon 
the greater signs without which the 
ordinary commercial obligations 
would melt away to nothingness. 
Every note that is taken by a bank 
from a farmer in anticipation of the 
latter’s harvest, goes 
into the portfolio only 
because of a belief in 
Nature’s promise to 
pay. Individuals 
here and there may 
endorse these notes 
but it is the higher en- 
dorsement — written 
on the landscape in a 
wealth of color and a 
profusion of beauty 
and running along 
through the experi- 
ence of the world— 
that gives these papers 
value. Without that 
endorsement the banks themselves 
could not long extend credit and 
without that promise even the fine 
technique of banking would fall into 
so much empty prattle. 


UT perhaps someone says, 

“crops sometimes fail”! True, 
crops sometimes fail in areas, but 
never all over the world at once, 
rarely all over a great area, and per- 
haps never do all crops fail in a 
given area. And, after all, often the 
alleged failure is not in Nature but 
in the failure of mankind to do his 
part that Nature may supply. 
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‘Tre bank and trust 
company which J have the 


honor to direct is the deposi- 
tory and correspondent of a 


large number of barks. Their 


interests are our interests. 


From a speech delivered by 
George W. Davison, President 
of Central Hanover, before the 
A. B. A. in convention, San 
Francisco, October 3, 1929. 


CENTRAL HANOVER 


BANK AND TRUST COMPANY 
NEW YORK 
14 Offices in 14 Manhattan Centers 


Foreign Representatives in London, Paris, Berlin and Buenos Aires 


NO SECURITIES FOR SALE 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER 105 MILLION DOLLARS 
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This Month’s Journal 


and 


Your Own Bank 


Ton tne is variety in this month’s JOURNAL. There are articles 
on the growth and spread of investment affiliates, new obstacles 
to rai-road consolidation, how to sell thrift, why safe deposit 
departments should be more profitable, profits from cooperation by 
trust companies, silver, gold, the new Hudson Bay railroad, first prin- 
ciples of secondary reserves, where the Young plan touches us all, gov- 
ernment banking in Canada and selling trust service. That is a frac- 
tion of the list. 


CONOMIC heresies were anathema to Frederic Bastiat, the 

French economist who lived strenuously during the first half of 
the nineteenth century. He believed that human interests, “if left 
to themselves, tend to harmonious combinations and to the progres- 
sive preponderance of general good.” He was one of the first to 
see clearly the errors on which the socialism of his day was based and 
he was probably the first economist to use wit, good-will and intelli- 
gence in combating these errors. 

He died in 1850 while working on the second volume of “Les Har- 
monies Economiques,” a work extraordinary for the clarity with which 
it disproved prevailing theories of a socialistic tinge which had begun 
to lure even the most intelligent economists and statesmen of the 
period. He held that economic laws could not be tampered with; that 
employers and workers, manufacturers and farmers, consumers and 
producers, instead of being essentially antagonistic, had identical 
interests in preventing waste. 


ROFESSOR T. N. CARVER of Harvard, who has written sixteen 

books on economic and sociological subjects, goes back to Bastiat’s 
first principles to contradict a widely current belief that “lavish con- 
sumption or frequent changes of style or quick obsolescence in some 
form or other is good for business.” He finds a recrudescence in 1930 
dress of certain old errors, particularly the doctrine that waste stim- 
ulates prosperity. Professor Carver’s background is national, having 
been born in Iowa and having had university contacts which include 
California, New York, Maryland, Ohio and Massachusetts. 


ROFESSOR H. H. PRES- 

TON and Allan R. Finlay have 
made a thoroughgoing examina- 
tion of that robust offspring of 
commercial banking, the invest- 
ment affiliate. Hardly more than 
twenty years old, the movement 
through which banks are partici- 
pating in the profits of security 
distribution, has gained consid- 
erab‘'e momentum and shows no 
sign of slowing down. A second 
and concluding article on the same timely and important matter will 
appear next month. 


PLIN BEEBE, writing about “The Reserves We Call Sec- 
@ondary,” remembers that fine feeling of having both feet on the 
ground as long as “buggy company paper” was available. Today, he 
says, the problem is much more complicated, but it need not be. He 
sees a tendency on the part of bankers to wander far away from home 
looking for perfect investments and trouble, while excellent secondary 
reserves are plucking at one’s elbow. 
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YEO—THE ORIGINAL ROTARY 


Efficient 24 Hour 
Deposit Systems 


First Yeo Rotary— 


One 


to 


Over 1000 questionnaires sent 


Installed First National Bank, 
Canton, Ohio.— 
November, 1925 


Thousandth Yeo Rotary— 

Installed Aldine Trust Co., 

Philadelphia, Pa.— 
November, 1929 


users of Yeo Rotaries prove 


that our product is efficient 
and is appreciated by hun- 
dreds of thousands of users. 


A Quality Product at a fair price. 


The Bank Vault 


Inspection Co. 


Chicago: 
SA 


Samuel P. Yeo, President 


5 South 18th Street 
Philadelphia, Pa. 
6 N. Michigan Bivd. New York: 175 Fifth Ave. 


Clip and Mail Coupon 
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Ask your secretary 
to write for a copy- 


A clear 
CONCISE, 


°xPlanatioy of the 


Ost COMprehens; ve 


and ayn 
Swer Sorm. 


Published by 
COMP TY & Dep OSIT 
ANY OF MARYLAND 


generac gold has come to be 
something of a mystery. Current 
discussions of the world’s supply are re- 
markable for widely diverging views. 
Some say we have too much and others 
see in declining production figures and 
rising demand sure signs of a famine at 
some remote time. Taking the assertion 
that the Federal Reserve System has too 
much free gold and is allowing it to be- 
come lazy as his subject, George E. 
Anderson contributes an analysis of un- 
usual interest. A common belief, he says, 
is that much of this idle metal should be 
shipped abroad and put to work in short 
term investments. He finds an obstacle 
to this solution in the fact that if gold- 
poor foreign nations needed it badly 
enough their rates would be raised to 
draw some away from the United States. 


R. WINKLER handles the elusive 

gold question in a decidedly un- 
theoretical way. He asks: is gold re- 
sponsible for the decline in commodity 
prices? His answer is almost geomet 
rical in directness and method. 


B. SLAUGH- 

turns a 
sharp lance on “go- 
getterism.” He be- 
lieves that the ag- 
gressive methods of 
a commodity sales- 
man have no place 
whatever in_ han- 
dling the wares that 
a trust company has 
for sale. He says 
that courtesy should 
be the rule; or, to 
put it another way, that sellers of trust 
service should follow the example of tug- 
boats, gently pulling and nudging a big 


| liner to its pier. 


‘I 


F any part of the nation’s vast and 
growing trust business could be called 
the central problem, it would probably 
be the task of selling the service. 
A. Key Foster says that wives are the 
chief obstacle despite the fact that hus- 
bands might have no thought in making 
a trust other than to insure the comfort 
and independence of their wives. His 
article tells how the wife’s antagonism 
may be turned into cooperation. 

F. PELHAM 


H. furnishes some 
constructive  infor- 
mation the value of 
which can be meas- 
ured in dollars. He 
describes the spread: 
of a doctrine of co- 
operation among 
trust companies, as: 
opposed to ruinous 
competition. In an 
article called “Fi- 
duciary Companies 
Profit by Pulling Together,” he gives the 
complete pattern, details and specifica- 
tions for organizing trust companies re- 
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gionally for mutual aid in meeting the 
special legislative and other problems of 
their respective localities. 


AFE deposit de- 

partments have 

always seemed _ to 

have a_ disposition 

to develop in the di- 

rection of a free or 

very under- 

paid service. R. T. 

Root says that there 

has been much prog- 

ress in safe deposit 

vaults during recent 

years, but that little 

of it has gone into 

increasing rates and putting the vaults 

on a business basis. He sees no solution 

but to raise the rates and avoid costly 
competition. 


RANCIS H. SISSON says that those 

who try their hand at forecasting 
the trend of America’s material welfare 
for the next few years should reckon on 
the Young plan. He says that “if the 
terms of the settlement are to be met,” 
the outlook favors a rising volume of in- 
ternational financing, which, in turn wil! 
stimulate foreign trade and assist Amer- 
ica to maintain her exports. 


UY W. COOKE 
concedes that 
“Thrift No Longer 
Sells Itself.” He 


believes that events | 


and customs have 
passed even beyond 
the stage where the 
traditional facts- 
and-figures type of 
bank advertisement 
will persuade people 
to keep a_ little 
money in their own 
name instead of signing it all away. 
Savings banks, he writes, should accept 
and use modern methods of advertising 
based on sound psychology. 


66 ADVENTURES in Government 

Banking,” by W. A. McKague 
means just what it says. What at first 
blush could be more attractive than a 
bank in which deposits are guaranteed 
by the government? Yet it has been the 
experience of Canada, writes Mr. Me- 
Kague, that private institutions have ex- 
panded rapidly throughout the Dominion 
while the resources of government de- 
positories have barely held their ground. 


} § is probable that a million persons 
own railroad securities of one kind or 
another, but who owns the railroads? 
The Interstate Commerce Commission 
has encountered obstacles to its consoli- 
dation program. Oliver Wesson, who 
watches these proceedings from a posi- 
tion very near the stage, describes the 
commission’s efforts to go ahead with its 
program. 


In the New York metropolitan area 


of distribution 


and 
make your organization 
so much more effective 


Hundreds of concerns Operating in this rich New York 
market at a profit have reduced outgo and added to income 
as a result of advice given by the service experts of Bush 


Terminal Company. Ask us for facts and figures on 


* advantage of spot stock in New York 
savings from waterside and rail-side storage 
lower insurance rates at Bush Terminal 


complete or partial service by Bush personnel 


in receiving and delivering your products 


savings to manufacturers in power, steam, 


light, labor costs, insurance premiums 


actual instances of new business gained, old 


accounts sweetened, friction removed 


Tell us your special problems, your sales and production 
methods and your present status in New York, and we will tell 


you exactly how Bush can help you cut costs and raise profits. 
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Attention Department A 
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PRODUCTS 
for the 
nation’s 
table 


By much more than a 


comfortable margin; Wisconsin leads all other states in the value of its 


dairy produ¢ts. 
In 1925 2,779 cheese factories and 599 creameries produced $209,260,384 


worth of butter, cheese, condensed and evaporated milk. Wisconsin man- 
ufactures 75% of the American cheese, 91% of the brick cheese and 83% of the 
Swiss cheese produced in the United States. Wisconsin has more than 


2,000,000 dairy cattle and each year sells over 50,000 head outside the state. 


For many years the First Wisconsin National Bank has been interested 
in the healthy development of farming and industry in this state. Bankers 
and business men wishing additional information concerning the well- 
diversified industrial and agricultural prosperity of Wisconsin are invited 


to consult First Wisconsin officers at any time. 


FIRST WISCONSIN NATIONAL BANK 
MILWAUKEE 


Unit of Wisconsin Bankshares Corporation 
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Can Be Built 


on Waste? 


By T. N. CARVER 


Professor of Political Economy, Harvard University 


Simple Laws of Supply and Demand Cited to Disprove Current 
Doctrine That It Is Not Economy but Waste That Makes the 
Wheels of Industry Hum. Artificial Stimulation of Consump- 
tion or Slowing Down of Production Is Net Loss to Community 


OME excellent work has been done 
in the study of business cycles. 
Nothing satisfactory has yet been 
done in the study of intelligence 

cycles, yet these are about as clearly 
marked as business cycles. By intelli- 
gence cycles are meant those recurring 
periods of lunacy with respect to eco- 
nomic laws during which a naive belief in 
economic miracles becomes widespread. 
There seems to be a certain degree of 
correlation between the two kinds of 
cycles. When a business boom is at its 
height, a good many voices are heard 
proclaiming that the old economics has 
passed away and that we are living un- 
der a new economic dispensation. It 
sometimes requires an economic disaster, 
like a deflated boom, to bring people 
back to their senses and convince them 
that the old principles are still working. 


A Recurring Fallacy 


NE form of economic lunacy which 

seems to recur about as regularly 
as anything in the business cycle, is the 
strange doctrine that it is not economy 
but waste which makes a nation pros- 
perous. It is seldom stated thus crude- 
ly, but it generally means the same thing. 
It is more likely to be argued that lavish 
consumption or frequent changes of 
style, or quick obsolescence in some form 
or other, is good for business. 


Everybody Loses 


ROFESSOR CARVER 

suggests that production 
engineers apply their 
theory of “destroy goods 
and prosper,” to their own 
jobs of production. They 
use machinery, labor and 
raw materials, he says, and 
to be consistent they should 
be wasteful, try to use up 
equipment as fast as pos- 
sible and keep labor from 
working too hard. Changes 
in styles, particularly cloth- 
ing, are inevitable, he be- 
lieves, but are fundamental- 
ly wasteful. 


All these arguments are mere varia- 
tions upon the fallacy of the broken 
window pane so effectively described by 
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Frederic Bastiat. He tells the story of 
a shopkeeper who was about to chastise 
his scapegrace son who had broken a 
pane in his shop window. Some by- 
stander remonstrated by telling the irate 
shopkeeper that, after all, the boy was 
a public benefactor. The money spent 
for a new window pane would benefit 
the glazier and the glass maker; these, 
in turn, would have money to spend for 
meat and groceries, thus benefiting the 
butchers and the grocers. 


Someone Bound to Lose 


ASTIAT had only to point out that 

the shopkeeper needed a new pair 
of shoes, which he was about to buy. 
Having to spend so much for a new 
window pane, he had not enough left to 
buy shoes. Therefore, the shoemaker 
was injured to the exact degree to which 
the glazier was benefited. If the shoe- 
maker had received the money, the 
butcher and the grocer would have bene- 
fited quite as much from his as from 
the glazier’s trade. Meanwhile, the 
shopkeeper had to wear his old and worn 
out shoes. 

The economic difference between this 
premature breaking of a‘pane of glass 
and the accelerated wearing out of other 
goods is negligible. To accelerate the 
wearing out of shoes beyond the neces- 
sary rate would be quite as bad as to 
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break the glass prematurely. In short, 
to wear out or destroy anything faster 
than is necessary to get the optimum of 
use out of it, is an injury and not a bene- 
fit to the country and to industry as a 
whole. When goods are used they are, 
of course, worn out or destroyed in the 
process. Sometimes the destruction is 
swift and complete, as, for example, 
when fuel is burned; sometimes it is 
slow and gradual, as when clothes, fur- 
niture and buildings are worn out or 
fall into decay. 


Use Is Not Waste 


T is well, however, to remember the 

true relation between the use of goods 
and their necessary wearing out or de- 
struction. The use is the thing desired; 
the destruction is not desired and would 
be avoided if it were possible to get the 
full use of goods without destroying 
them. Every wise person will try to 
make the goods he uses last as long, or 
wear out as slowly, as is consistent with 
their best use. What he wants is to get 
the greatest possible use of them, not 
their destruction. Their destruction is 
only an unavoidable penalty which must 
be paid for their use. 

This is clear to every one when he is 
thinking about the goods which he him- 
self owns and uses. Why then is it 
necessary to say it here? Merely be- 
cause certain persons who call them- 
selves “production engineers” have been 
saying the opposite. They are claiming 
that the rapid destruction of goods, 
either through wear and tear, obsoles- 
cence, or a mere change of style, is a 
good thing, that it stimulates produc- 
tion, gives employment to labor and helps 
business. Such matters as obsolescence 
and changes of style present special 
problems. Before discussing them, let 
us dispose of the general theory that the 
destruction of wealth is good for busi- 
ness. 


Should Work Both Ways 


F, as certain “production engineers” 

are quoted as saying, the rapid wear- 
ing out or destruction of goods, rather 
than their conservation, is a good thing 
for business, why do they not begin ap- 
plying this theory in the business of 
production? In the business of produc- 
tion certain goods are worn out or de- 
stroyed in use. Any production engineer 
who advocates the lavish use and rapid 
wearing out of goods can at least prac- 
tice what he preaches. If he will give 
us a demonstration in his own business 
of the benefits of rapid wearing out or 
destruction of goods, that demonstration 
will be more convincing than volumes of 
verbal argument. - 

Instead of trying to conserve fuel in 
order to get as much power as he needs 
from the smallest possible quantity of 
fuel, let him pursue the opposite policy 
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and design his engines so as to burn 
as much fuel as possible. That might 
be a good thing for 'the coal mining in- 
dustry. It would certainly help the coal 
miners quite as much for private houses 
to burn more fuel than necessary. A 
coal miner would as lief sell an extra 
ton of coal to a manufacturer who wants 
power as to a consumer who wants com- 
fort. It does the miner as much good 
to have a manufacturer waste coal un- 
der his boiler as for a consumer to waste 
it in his furnace. 

Again let the manufacturer use his 
raw materials lavishly, buying long 
in advance of needs, and in excess of 
needs, in order to stimulate the indus- 
tries which produce them. Let him 
expose or neglect his machinery in or- 
der that it may wear out, rust out, or 
break up as rapidly as possible. That 
will make as much work for labor and 
stimulate business quite as much as 
wasteful consumption by private con- 
sumers would. 


Need Not Take Him Seriously 


NTIL we find some production engi- 
U neer who is willing to advise pro- 
ducers to be wasteful of fuel, machinery 
and materials, we need not listen to one 
who advises consumers to consume lav- 
ishly in order to stimulate business. 
Until he is willing to apply his slogan 
“destroy and prosper” in the field of pro- 
duction, we need not take him seriously 
when he tries to get consumers to adopt 
that slogan. As a matter of fact no pro- 
duction engineer could stay in business 
very long if he gave that kind of advice 
to his patrons. A first-class consumption 
engineer is needed to give consumers the 
kind of advice with respect to economi- 
cal consumption which production en- 
gineers are giving to producers with 
respect to the economical use of mate- 
rials in production. 

As to changes of style, they present 
special difficulties in the field of con- 
sumption. Styles change only in con- 
sumers’ goods, not in producers’ goods. 
Machines are not discarded because of 
a mere change of style. They are dis- 
carded because they are worn out or 
because they have become obsolete. A 
machine is not obsolete until there is 
a better one to take its place. ‘When 
that happens, of course, the old machine 
must be instantly discarded. But a new 
machine is better than the old one only 
when it is more economical. That is, 
it is better only because it does better 
work or the same work at lower cost. 

It can do the work at lower cost only 
when it saves something, that is, when 
its purchase price is less, when it lasts 
longer, when it runs with less fuel, less 
labor or less waste of raw material. If 
the lavish use of fuel, labor and mate- 
rials is a good thing, then it is a mistake 
to substitute a more economical for a 


less economical machine. But the mod- 
ern world simply cannot think in such 
terms when it is considering the economy 
of production. Why should it try to 


think in such terms when it considers 
the economy of consumption? 


Style a Big Factor 

HAT psychological phenomenon 

known as a change of style has little 
or no effect on the choice of a produc- 
tive machine. Its mechanical fitness for 
the work it is expected to do is generally 
the sole consideration on which it is 
selected. In the field of consumption, a 
change of style is an important factor in 
the obsolescence of consumers’ goods. 
One piece of cloth may serve every other 
technological purpose as well as any 
other piece, but if one happens to be in 
style, and the other not, the latter must 
be discarded. Whether we like it or not, 
there is no help for it. Consumers’ goods 
will continue to become obsolete through 
mere changes of style. 

However, there is no reason why 
changes of style should be artificially ac- 
celerated, merely to hasten destruction 
through obsolescence. There is no better 
reason for accelerating that kind of de- 
struction than for putting emery flour 
on bearings merely to hasten the wear- 
ing out of machinery. 

One method of hastening obsolescence 
is quite as good, or bad, for business as 
the other. A judicious application of 
emery would increase the rate at which 
new machinery was purchased. A stimu- 
lated change in style of textiles would 
stimulate the rate at which textiles are 
purchased. But that does not tell the 
whole story. 


Hurts More Than Helps 


N either case there are losses as well 

as gains. It can be shown that the 
losses exceed the gains. The money 
which the manufacturer has to spend 
for new machinery because his bearings 
are worn out by emery does, it is true, 
help the manufacturers of machinery. 
But if he did not have to buy new ma- 
chinery so prematurely, he would have 
that same money to spend for something 
else. The manufacturers of that some- 
thing else are robbed in exactly the 
same degree as the manufacturers of 
machinery were benefited. Meanwhile 
the man who has to replace his worn 
out machine is poorer by just that much. 

The same reasoning applies ta an ac- 
celerated change of style. To have to 
discard good clothes merely because they 
have gone out of style is clearly expen- 
sive to the person who is forced to dis- 
card them. She is poorer than she would 
otherwise be. True, the manufacturers 
of clothes are benefited, but the manu- 
facturers of other things which she 
would like to buy, and would buy if she 
did not have to spend her money for 
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new clothes, are correspondingly injured. 
Meanwhile, she is herself poorer. If she 
had not been compelled to discard good 
clothes, she would have had good clothes 
plus something else. Having to discard 
good clothes in order to buy new ones, 
she has good clothes and nothing else. 
They who try to accelerate changes of 
style merely to force people to buy more 
are, economically considered, no better 
than they who accelerate the wear- 

ing out of machinery or other pro- 
ductive agents for the same pur- 
pose. 


Futility of Wasted 
Labor 


F all forms of waste, 
the waste of labor, 
as man power, is the most 
destructive. It would seem 
especially futile, there- 
fore, to try to build pros- 
perity on the waste of 
labor. Labor may be wast- 
ed in several ways. One 
way is for labor to work 
unskillfully, another is to 
slow it down, and still an- 
other is to work only part 
time. Not many will say 
that prosperity can be 
promoted by working un- 
skillfully. It is rather evi- 
dent that every time a 
skilled laborer can _ be 
made out of what would 
otherwise have been an 
unskilled laborer, his pro- 
ductivity is increased, and 
also his power to con- 
tribute to the general 
prosperity. 
A few seem to believe 
that the slowing down of 
labor will prevent unem- 
ployment. This belief 
seems to be behind the 
policy of resisting the 
speeding up of labor. A 
good many seem to believe that short- 
ening the labor time will prevent un- 
employment and promote prosperity. 
That it will do nothing of the kind can 
be made clear to any one who will con- 
sider all the factors in the problem. 


Fails to Touch Employment 


F shortening the labor time does not 

reduce the output per worker it can- 
not, of course, prevent unemployment. 
Under these conditions it would not take 
any more workers to turn out a given 
product than under a longer working 
time. The idea that it will prevent 
unemployment is, therefore, based on the 
assumption that it will reduce the out- 
put per worker. If output is reduced to 
the same degree, it can make no dif- 
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ference whether the reduction comes from 
working at a slower rate or for a shorter 
time. The real question is, does the 
general reduction of output prevent un- 
employment? 

If the reduction of output takes place 
in a single industry it will tend to pre- 
vent unemployment in that industry— 
that is, it will take more men to produce 
a given product. If, for example, in the 


“Let us make Prosperity” 


cotton manufacturing industry, there 
should occur a marked reduction of out- 
put per worker, it would take a larger 
number of workers to manufacture a 
whole cotton crop. But suppose the cot- 
ton growers reduce their output per 
worker to the same degree, with the re- 
sult that there is a smaller quantity of 
cotton to be manufactured. This might 
nullify the effect of the reduction of out- 
put in the manufacturing industry. 


Demand Would Be Cut 


ESIDES, suppose that in every 

other industry there is a corre- 
sponding reduction of output, there 
would be fewer goods of all kinds pro- 
duced to exchange for cotton goods. This 


would reduce the demand for cotton 
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goods. The demand for anything is 
made up of two factors, the desire for 
it and the possession of something to 
give in exchange for it. This general 
reduction in the number of other things 
to give in exchange for cotton goods 
would reduce the effective demand for 
them. 

Besides, it would reduce the supply of 
things which cotton mill workers want 
to buy for themselves. The net result 
would be that a universal reduction of 
output would leave the cotton mill work- 
ers worse off than before. In order to 
gain anything from their own reduction 
of output, they must manage to persuade 
other workers to keep up their old high 
rate of production. If everybody re- 
duces output, fewer goods of all kinds 

are produced and everybody is 
poorer instead of richer. 


Might Help a Few 
Workers 


UT would the workers get 
a larger share of the total 
product of industry if they all 
reduce their output per worker? 
They would not except under 
one condition. The reason is that 
if they slow down their 
own work they also slow 
down the work of the 
machines with which they 
work. If it would take a 
larger number of workers 
to turn out a given prod- 
uct it would also take a 
larger number of ma- 
chines. If it would in- 
crease the demand for 
labor it would correspond- 
ingly increase the demand 
for machines which are 
capital. If the laborers 
gained anything from 
slowing down, capitalists 
would gain correspond- 
ingly. 

As pointed out above, 
the only conditions under which labor- 
ers could gain anything from slowing 
down would be where it is limited to one 
or a very few industries. Under the 
same conditions capitalists would gain 
correspondingly. If it were limited to 
cotton manufacturing, for example, it 
would not only take more labor, but also 
more capital in that industry. Dividends 
would be helped quite as much as wages. 

A distinction should be made at this 
point between slowing down in a single 
plant of an industry and slowing down in 
the entire industry. If the slowing down 
takes place in a single’ plant, while all 
the competing plants maintain a higher 
speed, the one plant will probably be 
put out of business. Both labor and 
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The Young Plan’s Effect on 
Our Prosperity 


By FRANCIS H. SISSON 


Vice-President, Guaranty Trust Company, New York 


All Pocketbooks Are Shown to Be Intimately Concerned in 
World Outlook. Insofar as America’s Prosperity Depends on 
Finding New Markets Abroad and Holding Tightly to Old Ones 
the Young Plan Is Held to Provide a Powerful Stimulant. 


HE Young plan, with its promise 

of considerable international fi- 

nancing over the next few years, 

has given us a new set of factors 
to work with in computing the possible 
curve of American prosperity. Barring 
a major political upheaval the prospect 
inspires optimism. This is assuming, of 
course, that our prosperity henceforth 
will depend, more than ever before, on 
the healthy growth of our foreign trade, 
a view that is not unanimous but is 
spreading. 

We know, for instance, that Germany 
is expected to pay her creditors an aver- 
age of 2,000,000,000 gold marks annually 
for the next thirty-seven years, and 
slightly more than 1,500,000,000 marks 
annually for twenty-two years more. 


Only One Alternative 


E know that she can do this only 

by exporting each year several bil- 
lion marks more in goods and services 
than she imports, or borrow the money. 
She must maintain a favorable trade bal- 
ance year in and year out equal to the 
amount of the Young plan payment plus 
interest on her present obligations 
abroad, or borrow the money. In round 
numbers, this balance or borrowing must 
total, from the start, 2,000,000,000 
marks plus 1,000,000,000 marks, or 3,- 
000,000,000 altogether, each year. 

The one billion marks represent the 
estimated interest item on previous loans 
abroad, largely the result of the fact 
that Germany has met payments under 
the Dawes plan by borrowing, chiefly in 
the United States. Only about a third 
of these foreign loans actually flowed 
back to creditor nations in reparation 
payments. The other two-thirds was 
used to rehabilitate German industry. 
Incidentally, it is often argued that Ger- 
many’s large-scale borrowing in various 
foreign countries -are a source of 
strength, just as a bank’s debts to de- 
positors are counted among its re- 
sources. 

Out of these facts it seems reason- 


Brought Home 


[ae average man reads 
about the international 
bank, foreign trade, the 
gold supply and reparations 
with a feeling that these 
matters, while interesting 
and often dramatic, have 
nothing to do with the state 
of his personal fortune. In 
the accompanying article 
Mr. Sisson brings these 
great factors that underlie 
prosperity to a sharp focus. 
The huge sums involved in 
reparations payments, he 
holds, will stir forces from 
which no man can be iso- 
lated. 


able to draw a conclusion, namely, that 
for the time being at least, Germany 
will not be able to build up a yearly 
favorable trade balance large enough 
to meet her foreign obligations. She 
must continue to meet her obligations, 
both reparations and interest, by borrow- 
ing abroad. 

There are some who predict that bil- 
lions of dollars of German bonds will be 
sold, mainly in the United States, during 
the next decade in order to fulfill the 
Young plan and enable the World Bank 
to function effectively. There are others, 
even more qualified to speak with au- 
thority, who call this prediction fantas- 
tic. But we need not accept either view 
to know that the Young plan means a 
rising volume of foreign financing in the 
United States, if the terms of the settle- 
ment are to be met. 
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What may happen ten, twenty or fifty 
years hence cannot concern us greatly in 
a world which changes as rapidly as this 
one. Borrowing to pay debts might seem 
like a device to postpone the day of reck- 
oning. It is conceivable, however, that 
changes in finance, industry and science 
during the next decade or so will create 
an economic situation of larger dimen- 
sions, in which the present international 
obligations will appear much less impor- 
tant. 


Effects Will Be World-Wide 


N view of the fact that this prospect 

of more foreign financing touches 
everyone, it would be proper to ask 
whether its effect will be good, bad or 
inconsequential. The reason it touches 
everyone is that the financial program 
envisaged in the Young plan is closely 
bound up with world commodity prices, 
international trade and the distribution 
of the gold supply. 

Even to those who realize the neces- 
sary interdependence of capital move- 
ments and international trade volumes, 
it is surprising to find how close is the 
actual correspondence between the move- 
ment of funds and the merchandise trade 
balance from year to year. During the 
greater part of the last decade, America 
has been aiding in European rehabilita- 
tion by shipping a huge quantity of com- 
modities overseas, and at the same time 
by lending to Europe the money with 
which to pay for these commodities. Dur- 
ing the past year or more, it has become 
increasingly difficult to continue this 
process because of the absorption of 
funds, both domestic and foreign, in our 
inflated stock market. 

The consistent weakness of foreign ex- 
change rates in the last few months il- 
lustrates the difficulties that our foreign 
customers are experiencing in absorbing 
our products. Essentially, it is the re- 
sult of the large export balance in our 
commodity trade during the last two 
years, accompanied by a decline in our 
loans to foreign countries. 
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Loans Cut in Half 


N 1927, the total amount of foreign 
I capital flotations publicly offered in 
this country was $1,592,595,780, of which 
$216,882,700 consisted of refunding is- 
sues. In 1928, the total was $1,487,861,- 
680, of which $236,910,413 was for re- 
funding purposes. Last year, the amount 
of all issues was only $715,981,331, with 
$32,486,875 for refunding purposes. Our 
loans to foreign countries by means of 
public security offerings, therefore, were 
approximately cut in half last year, by 
reason of the high money rates that ac- 
companied speculation in the stock mar- 
ket. 

The effect of this tendency was to 
create an acute shortage of capital funds 
in many foreign financial markets. But, 
for the time being, the United States was 
in no position to make good such a short- 
age. The decline in our export trade was 
the inevitable result of this situation. 

Now the principal difficulty has been 
removed, and it appears that conditions 
in the United States will be more invit- 
ing to foreign borrowers in the near fu- 
ture than they have been for some time. 
Just at present, the state of business, 
both here and abroad, is not such as to 
encourage large flotations of securities. 
This, however, is a passing phase. Eu- 
rope will continue to need American capi- 
tal, and America will continue to look to 
Europe as a field for investment and as 
a market for its product. 


Conditions Abroad Briefly 


N England, financial stability has been 

maintained, but apparently at the 
cost of industrial depression. Italy has 
also been struggling with the problems 
imposed by currency stabilization. Ger- 
many, which has depended more largely 
on American capital than any other 
country, has recently encountered serious 
financial difficulties. Brazil has been de- 
pressed by the decline in the price of 
coffee and the doubt that has arisen as to 
the future success of the governmentally 
sponsored defense program. Cuba has 
been similarly affected by the sugar situ- 
ation. 

Argentina, concerned by the trend of 
her foreign trade and by large gold ex- 
ports, closed the Caja de Conversion, the 
Argentine gold conversion office. And 
Australia is contending with a very dif- 
ficult exchange situation. Political chaos 
has interfered with trade in China, 
though not so disastrously as might have 
been expected under the circumstances. 
Japan has passed through a critical fi- 
nancial period, aggravated by the effects 
of the earthquakes a few years ago. 
Mexico, Nicaragua and other Latin- 
American countries have been affected 
by political disturbances. In all nations 
having the silver standard, the recent 
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drastic decline in the value of that metal 
to the lowest level on record has created 
difficulties. 


Forces That Conflict 


HE loans that have enabled us to 
pana our export trade balance in 
recent years will, of course, as time goes 
on, exert an increasing pressure in the 
other direction. The effects of inter- 
governmental debt payments and of pay- 
ments of interest and principal on Amer- 
ican loans abroad will be to decrease 
purchasing power and to create a strong 
demand for dollar exchange in the debtor 
countries. These factors, in turn, will 
tend to depress prices in those countries 
and to raise prices in the United States, 
and at the same time to exert an upward 
pressure on the exchange rate of dollars 
in terms of foreign currencies. The effect 
of this situation will be to make it in- 
creasingly difficult for American pro- 
ducers to maintain costs at a competitive 
level and less difficult for European pro- 
ducers to offer strong inducements in 
the matter of price. 

While the expectation of declining 
prices due to insufficient gold production 
has some basis, the deductions cover 
such a long period of time and involve 
a subject so interwoven with practically 
every phase of economic life that it is 
quite possible that a readjustment of the 
elements involved in prices may be ef- 
fected in the meantime. On the other 
hand, should economic machinery, with 
its inherent complications and those 
added by international political consid- 
erations, be unable to prevent a down- 
ward trend of prices over the next sev- 
eral years, many misfortunes and injus- 
tices will fall on some individuals and 
nations. 


Readjustments Are Hazardous 


ANY long-term debts would be 
paid in money of smaller unit value 
than that which was loaned; and busi- 
ness men’s profits would be decreased 
during some periods, both from a shrink- 
age in prices and increased money rates. 
While these conditions obviously would 
impose some hardship, economic readjust- 
ments are never free from unpleasant 
situations; nor have lenders in the past 
been free from a potential hazard of this 
kind. In the long run, perhaps, a gradual 
price decline would not be so unfortu- 
nate as many seem to believe. Prices in 
this country during our recent period of 
prosperity were much lower than in 
1920; yet it can hardly be doubted that 
the general welfare of the American peo- 
ple last year was much greater than a 
decade ago. 
After all, the goal of economic effort is 
a gradual growth of economic welfare. 
Prosperity consists of a maximum supply 
of goods created through the most effi- 
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cient absorption of economic effort, 
which in turn releases purchasing power 
sufficiently well balanced to absorb these 
goods. What the nominal price of an in- 
dividual commodity may be makes little 
difference, with the exception of the tem- 
porary hardships that a readjustment is 
bound to impose. For example, an in- 
crease in the gold supply might raise the 
price of wheat in terms of money; but the 
prices of other commodities would also 
increase in proportion, and therefore the 
price of wheat in relation to other com- 
modities would remain the same. The 
only way in which a given price that is 
out of line with the general price level 
can actually be increased is to overcome 
the maladjustment between the supply 
of and demand for this commodity. 


Gold Supply Incidental 


HE prices of several commodities 

have recently declined out of propor- 
tion with the general price recession be- 
cause of overproduction; and, until their 
production is adjusted, as it inevitably 
will be through the operation of the laws 
of supply and demand, changes in the 
gold supply will have little effect in 
bringing them into line with the general 
scale of prices. 

Undoubtedly the future will see much 
progress, both in the economy of mone- 
tary gold and the adjustment of the sup- 
ply of commodities to demand. A glance 
into the more distant future is much 
more reassuring. Whatever temporary 
problems and obstacles may be encoun- 
tered, we can be reasonably sure that the 
economic forces making for trade expan- 
sion will prevail. 

This does not mean that the process 
whereby we have maintained our export 
trade balance in recent years can be con- 
tinued indefinitely. It must be recog- 
nized that we have been passing through 
an abnormal period. As long as the de- 
mand for capital abroad remains unfilled, 
America will probably continue to occupy 
its present dominant position in supply- 
ing the world’s needs for materials to 
restore and enlarge the producing power 
of foreign nations. But, once the point 
is reached where additional American 
capital is no longer sought, the stimulat- 
ing influence of new foreign investments 
on our export trade will disappear. 


Each Loan a Spur to Trade 


VERY new foreign issue floated in 

this country temporarily stimulates 
our export trade, but ultimately it must 
increase the pressure upon us to receive 
foreign goods and services in payment of 
the interest due to us; and, unless we can 
find a way to admit such goods and ser- 
vices without unduly restricting the mar- 
ket for our own products, our export 
trade must suffer. 

(Continued on page 1078) 


Gold an Innocent Bystander in 
Commodity Decline 


By MAX WINKLER 


Vice-President, Bertron, Griscom & Co., New York 


Over-Production and Under-Consumption Cited as Basic 
Reasons for Downward Trend in Certain Commodities. Shortage 
in World’s Supply of Monetary Gold May Depress Prices But 
Only When It Causes a Serious Reduction in Volume of Credit. 


OMMODITY prices since the 

middle of 1928 have shown a 

continuous decline and, at the 

present time, are lower than 
during any period since 1922. This de- 
cline in price has caused a great deal 
of discussion and a number of theories 
have been evolved endeavoring to ex- 
plain the cause of the downward move- 
ment. 


A similar decline took place in most 
of the European countries. Thus, for 
example, the index of Great Britain 
declined from 140 in March, 1929, to 131 
in January, 1930. Similarly in Ger- 
many the index declined from 140 in 
March, 1929, to 132 in January, 1930. 
The decline was so univeral that most 
economists were inclined to ascribe it 
to a common cause. This cause was 
stated to be the shortage of gold. 


Cassell Forecast Decline 


HE first economist of note to call 

to the attention of the world the 
shortage of gold was Professor Cassell 
of the University of Stockholm. He 
pointed out that the annual production 
of gold must be at least 2% per cent 
of the accumulated monetary stock of 
gold in order to meet the requirements 
of industry and trade. Since the pro- 
duction of gold in recent years did not 
amount to this percentage, he indicated 
that this would lead to a decrease in 
prices and to business depression. 


The view of Professor Cassell was : 


adopted by a number of economists 
throughout the world, and it seemed 
more or less agreed that the present de- 
cline of commodity prices had _ been 
brought about by the shortage of gold. 
Early this year, an American econo- 
mist predicted that years of depression 
awaited mankind as a consequence of 
gold inadequacy. More recently, a 
British student found in the famine of 
the precious metal a satisfying cause 
for all our present ills. Before any con- 
clusions can be drawn as to the causes 
of the price decline, it is necessary to 
analyze carefully the methods of meas- 


New Gold 


T HE leading countries of 
the world have more 
gold today than they had 
before the war. Moreover, 
gold today is not the lazy, 
idle metal it often used to 
be. It must work. It must 
carry a far greater burden 
of credit. So, asks Dr. 
Winkler, how can we con- 
sider the so-called gold 
famine anything more than 
a harmless spectre as far 
as a decline in commodity 
prices is concerned? 


uring prices. This method is generally 
practiced through the index number. 


System Not Perfect 


T should be noted, however, that the 

general price level is very difficult to 
define and that any price index, no mat- 
ter how carefully prepared, is at best 
an incomplete and in some instances, a 
very unsatisfactory means of measuring 
prices. Each index consists of a number 
of commodities and, although the com- 
modities are carefully weighted, the 
movement of each commodity is bound 
to influence the movement of the index. 
However, a number of individual com- 
modities shows little relationship to the 
movement of the total index. 

The table on the following page which 
divides the index into a number of com- 
modities, indicates clearly the different 
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movements of the various groups of com- 
modities. Thus while the index of all 
commodities in the United States de- 
clined from 98 in March, 1929 to 93 in 
January, 1930, textile products declined 
from 96 to 89, while house furnishing 
goods showed no change whatsoever. 

A similar relationship may be found 
in Great Britain. Thus, in that country 
while the index of total foods decreased 
from 150 in March, 1929, to 189 in Jan- 
uary, 1930, the index of industrial prod- 
ucts decreased from 135 to 127. Cotton, 
declined from 162 in March, 1929, to 141 
in January, 1930, while other textiles de- 
clined from 158 in March, 1929, to 123 in 
January, 1930. These examples indicate 
that the total index is not a good indica- 
tion of the movement of individual 
prices. 


Special Factors for Each 


HE movement of the _ individual 
prices would indicate very clearly 
that they are not subject to the same 
cause, and that the decrease in one group 
of commodities was effected by causes 
influencing only this particular commod- 
ity. Thus, for example, the decrease in 
agricultural commodities, notably wheat, 
cotton and in livestock products such as 
wool, was caused primarily by over-pro- 
duction throughout the world. This over- 
production more than anything else 
would appear responsible for the re- 
cent decline in these commodity prices. 
One might even go further and assert 
that under-consumption has had _ per- 
haps more to do with the downward 
trend in prices than either gold or over- 
production. Even though the standard 
of living has improved in certain parts, 
it is still substantially below normal in 
vast sections where people are merely 
living from hand to mouth, at best. 
While a superficial analysis would in- 
dicate that the movement of prices of 
the different commodities was caused by 
different factors, the statement that the 
shortage of gold is primarily responsible 
for the recent decline in prices has been 
asserted so often that it warrants an 
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AMERICAN 


Groups of Commodities 
UNITED STATES (1926=100) 


January 


All commodities 
Farm products 
Foods 
Hides and leather products 
Textile products 
Fuel and lighting materials 
Metals and metal products 
Building materials 
Chemicals and drugs 
Housefurnishing goods 
Miscellaneous 


All commodities 
Total food 
Cereals 
Meat and fish 
Other foods 
Industrial products 
Iron and steel 
Other minerals and metals 
Cotton 
Other textiles 
Miscellaneous 


analysis of the relationship between gold 
and commodity prices. 

The use of gold for monetary purposes 
is threefold: 

1. As a medium of circulation; 

2, As a reserve against notes in cir- 
culation; and 

3. As a reserve against demand de- 
posits held by the central bank. 


Almost No Circulation 


T is of interest to analyze these three 

factors in order to ascertain whether 
the demand for gold for these purposes 
has increased or decreased. The use of 
gold as a medium of exchange, that is, 
for circulation purposes, has been dis- 
continued in practically all countries of 
the world. Most countries have adopted 
either the gold exchange standard or the 
gold bullion standard which makes the 
circulation of gold impossible. Hence, 
the demand for gold as a medium of cir- 
culation has practically disappeared. 

On the other hand, the demand for 
gold as a reserve against notes in cir- 
culation has increased, as evidenced by 
the increase on the part of a number of 
countries in the reserve ratio of gold to 
notes in circulation, following the post- 
war stabilization. Thus, for example, 
the Reichsbank, which prior to the war 
had a required reserve of 33 per cent, 
increased it to 40 per cent, and the pres- 
ent ratio is well in excess of 60 per 
cent. Similar steps were taken by other 
countries. The ratio of the Bank of 
France, for example, is about 50 per 
cent, against legal requirements of only 
30 per cent; the ratio of the Netherlands 
Bank is well over 50 per cent, against 
legal requirements of only 20 per cent. 
In spite of this increased demand for 
gold, the gold holdings of the more im- 
portant countries are today much larger 
than before the war, as may be seen from 
the accompanying table on gold hold- 
ings of central banks and governments. 


1930 
January 


1929 


March July October 


Gold Can Be Stretched 


OT only has the monetary stock of 

gold of the important central banks 
increased substantially, but also a better 
economy of gold through the introduc- 
tion of the gold exchange standard has 
been established. The following exam- 
ple will illustrate the point, how an 
economy of gold may be effected through 
the gold exchange standard: 

An Austrian corporation issues a long- 
term loan in New York, the net proceeds 
from the sale of which are $1,000,000. 
The corporation which needs schillings 
sells the proceeds of the loan to a Vien- 
nese bank. The latter in turn sells the 
credit with the banks in New York to 
the Austrian National Bank. This im- 
mediately increases the “metallic” re- 
serve of the latter, as Austria is on the 
gold exchange standard, and enables it 
to increase its notes in circulation or 
demand deposits by about $3,000,000 or 
about 21,000,000 schillings, assuming a 
reserve ratio of 33% per cent (the actual 
legal requirement at present is lower.) 

On the other hand, the actual amount 
of gold held as a reserve against this 
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circulation may be as follows: The loan 
to the Austrian corporation of $1,000,000 
resulted in an equal increase in deposits 
on the books of the bank with which the 
proceeds of the loan were deposited. 
Against this deposit, the New York bank 
must maintain a reserve with the Fed- 
eral reserve bank of 13 per cent, or 
$130,000. The latter in turn must main- 
tain a reserve of 35 per cent against its 
deposits, or $45,500. 


$3,000,000 for $50,000 


IHHUS, under present conditions, 

against an actual gold reserve of 
less than $50,000 held by the Federal 
Reserve Bank of New York, a central 
bank abroad operating on the gold ex- 
change standard can increase its notes 
in circulation or demand deposits by 
about $3,000,000. 

The economy of gold, which can be ef- 
fected through the gold exchange stan- 
dard, has more than offset the demand 
for gold created by the fact that a num- 
ber of central banks are at present un- 
der obligation to maintain a reserve in 
gold or in foreign exchange against 
their demand deposits. 

Gold can exercise an influence on the 
movement of commodity prices only if 
the gold tends to bring about either an 
increase or a decrease in the volume of 
credit. In the course of the past year, 
however, although there was a credit 
stringency throughout the world and in- 
terest rates were high in practically all 
countries, this was not caused by the 
shortage of gold, but rather by the great 
stock exchange activity prevailing in the 
United States which drew funds from 
all over the world. 


Gold Not a Present Factor 


HAT the stock exchange activity 
alone was responsible for the great 
credit stringency and for the high rates 
of interest prevailing throughout the 
world may be seen from the fact that, 
(Continued on page 1074) 


GOLD HOLDINGS OF CENTRAL BANKS AND GOVERNMENTS, 1913-1928 


(In thousands of dollars, converted at par of exchange) 


United States 
1,290,420 
3,505,551 


England 
170,245 
751,597 
754,400 
757,033 
703,482 
735,421 
741,698 
749,767 
711,000 


Switzerland 


France 


678,856 
708,403 
709,479 
710,394 
710,968 
711,106 
954,000 


Germany Netherlands 


278,687 


Spain 


1,253,500 
1,633,000 


Domestic Holdings 
of Bank of Japan 
and of Government 


64,963 
605,678 
600,194 
585,738 
575,768 
561,810 
541,739 
541,218 
542,000 


Argentina 
256,126 
472,529 
466,495 
443,896 
450,592 
450,557 
529,134 
607,353 
434,000 


97 98 98 96 93 
| avceenees 106 107 108 104 101 
99 98 103 101 97 
114 108 109 111 105 
wews 96 96 93 93 89 
83 81 82 82 80 
104 106 105 104 101 
q Meseoccs WE 99 97 98 96 
ee 96 96 93 94 93 
jos 97 97 97 97 97 
ENGLAND (1913=100) 
re 138 140 137 136 131 
148 150 149 145 139 
vbévewwe 140 140 143 137 129 
144 145 144 148 154 
159 165 158 150 135 
133 135 131 131 127 
113 113 115 115 115 
sneene 116 126 119 121 110 
162 162 153 152 141 
158 150 144 123 
139 136 136 137 130 
1913.......... 60,898 92,490 
1922... 227,436 233,880 487,278 
|: 3,833,735 111,247 233,876 487,841 
1924. 4,090,067 180,939 202,854 489,292 
3,985,399 287,763 178,080 489,631 
OBES... 4,083,380 436,235 166,231 493,489 
1927. @ 3,977,181 444,158 160,796 502,484 
3,746,111 650,127 174,692 493,900 
Dec., 1929..... 3,900,000 | | 544,000 180,000 495,000 
32,801 
103,283 
103,669 
97,642 
90,140 
99,785 
102,874 


John Doe Buys Railroads 


By OLIVER WESSON 


Interstate Commerce Commission’s Plan for Twenty-One Great 
Systems Encounters Big Obstacle in Determining Exactly Who 
Owns the Railroads. Stock Control in Hands of Holding Com- 
panies Is Hard to Trace. Public Opinion Not Vital Factor. 


ODERN railroad finance meth- 

ods have developed charac- 

teristics and capacities which 

have rendered the Interstate 
Commerce Commission — perhaps the 
most powerful and expert of Government 
special tribunals—well nigh impotent to 
perform important phases of its duties in 
regulating transportation. They are ef- 
fectively cloaking the location of real 
ownership of railroads; they are allowing 
unexpected and swift changes of final 
responsibility for railroad management; 
and they are bringing about new com- 
binations and consolidations of railroads 
which the commission is virtually power- 
less to control. 

Such a statement of present-day con- 
ditions in the railroad world is suffi- 
ciently startling to invite challenge, 
were it not for the fact that it rests 
on the considered and recorded expres- 
sion of the commission itself. That body, 
conceding its relative inability to cope 
with the complexion of affairs, has di- 
rectly appealed to Congress for inquiry 
and legislation touching the matter. 


Apparently an Impasse 


T recently sent one of its members of 

longest service and greatest fa- 
miliarity with finance details—Joseph B. 
Eastman—before a House committee to 
explain the impasse. The detailed ac- 
count which he rendered of holding cor- 
poration procedure in concentrating 
ownership of far-flung railroad proper- 
ties is certainly the most illuminating 
that has been made public. 

As a prelude to consideration of the 
situation he set forth, it is probably well 
to review some recent rail history and 
trends in public policies toward trans- 
portation. In 1920 Congress adopted the 
theory that American railroads should be 
consolidated into a relatively few great 
systems. The commission, carry:ng out 
its instructions, later promulgated a plan 
which contemplated throwing the 180-odd 
class one carriers of the country into 
twenty-one giant systems. Not much prog- 
ress has been made toward effectuating 
its monumental scheme; public interest 
in it has been limited. And now the com- 
mission is confronted by the obvious fact 
that rail ownerships are being rapidly if 


Collision 


TEN years ago Congress 

approved the principle 
of consolidating the rail- 
roads of the country into a 
small number of economi- 
cally sound routes. The 
Interstate Commerce Com- 
mission proceeded to draw 
up and publish plans for 
twenty-one major systems. 
Meanwhile a different sort 
of consolidation was tak- 
ing place, based on stock 
ownership. The two move- 
ments, one born of capital, 
the other of law, are now 
trying to pass each other 
on the same track. 


Sete 


somewhat obscurely assembled, on lines 
that tentatively sketch out giant system 
plans it cannot approve. It is openly 
concerned that the whole consolidation 
process is passing out of its control and 
bringing into existence new and different 
combinations those planned. 
Neither as to rates nor conditions of 
transport service does it find any new ob- 
stacles to its functioning; the plaint is 
limited to the field of railroad financing 
rather than the field of railroad 
operating. 


Ownership Day _by;Day 


NDEED, as Commissioner Eastman 
reported to Congress, the commission 
is practically unable to find out in a 


definite and current fashion, what is 
going on in the country as to rail owner- 
ship. The central instrumentalities now 
brought into service in railroad finance 
operations are holding corporations, 
whose legal nature places them above 
any public accounting or regulation. A 
holding company, as he defined it, is a 
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“corporation whose essential business is 
holding stocks of other companies.” Lists 
of railroad stockholders the commission 
can and does obtain, but they are almost 
useless because the names furnished are 
frequently those of trustees and broker- 
age houses who represent unknown 
owners. Going back of these lists, the 
commission has long been able to trace 
out the shifting ownerships of a group 
of great investment-holding concerns, 
though only partly has it determined 
their purpose and the extent of their 
possessions. 

Foremost in the list of concerns of 
this nature, by reason of paramount size 
and aggressive management, Commis- 
sioner Eastman places the Pennroad Cor- 
poration and the Alleghany Corporation, 
the first of which is closely affiliated with 
the Pennsylvania Railroad System, and 
the second of which is dominated by the 
close-knit group around O. P. and M. J. 
Van Sweringen of Cleveland. In the 
operations of these two immense enter- 
prises in the accumulation of railroad 
securities on almost a nation-wide basis, 
he said, the commission has found the 
reasons which compel it to state that it 
is “in grave danger of complete loss of 
control over the unification of railroads 
in the United States.” 


Control by Stock Purchase 


HUS, the commission has tentatively 

set aside the railroads of New En- 
gland as constituents of an independent, 
regional system, based on the New Haven 
and the Boston and Maine properties. It 
now finds that 20 or 30 per cent of their 
voting stock has passed into absolute 
ownership of the Pennroad Company, 
and has the prospect of seeing its plans 
nullified before they are completed. The 
Detroit, Toledo & Ironton, a midwestern 
property once owned by Henry Ford, the 
commission allocated to the Baltimore & 
Ohio, only to find that it, too, had later 
been transferred in complete control of 
the Pennroad. How far the commission’s 
plans for its ultimate fate can avail 
against the hard fact of its ownership 
Commissioner Eastman indicated by 
reading a long list of cooperative railroad 
operating arrangements made between 
the Toledo line and the Pennsylvania 
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system itself, for interchange of facili- 
ties and joint use of freight houses and 
terminals. 

As for the Alleghany Corporation, 
Commissioner Eastman listed partial or 
complete ownerships and associations by 
which it dominates the Chesapeake & 
Ohio, Nickel Plate, Erie, Pere Marquette 
and Missouri Pacific systems, with addi- 
tional ownerships of more or less im- 
portance in the Kan- 
sas City Southern, 
and investments in 
unrelated Santa Fe, 

Great Northern and 
New York Central 
lines. 


Other 
Ramifications 


NOWLEDGE of 
the operation of 

several lesser holding 
enterprises is neces- 
sary to complete the 
picture of how the 
possible lines of con- 
trol over the rail- 
roads concerned are 
concentrated either in 
the Alleghany hold- 
ings or in the hands 
of closely associated 
interests. 

“T do not know how 
the various stocks of 
all these roads are 
now held,’ Commis- 
sioner Eastman com- 
mented, “but it is a 
fact that formal permission 
to consolidate the Nickel 
Plate with the Erie, Pere 
Marquette and Chesapeake & 
Ohio systems was repeatedly refused by 
the commission, and yet it is common 
knowledge that all these roads have a 
single, common ownership today.” 

While there are other important accu- 
mulations of rail securities in investment- 
holding enterprises in the United States, 
the Pennroad and Alleghany corporations 
are of a different stamp, Commissioner 
Eastman declared, since their assets have 
been acquired “largely for reasons of 
control, to acquire influence in the af- 
fairs of the railroads treated.” His 
congressional auditors pressed for a 
statement of reasons as to why the pub- 
lic interest might be considered affected 
by the novel developments described, and 
he set out the reasons which have led 
himself and his associates to make what 
approaches a complaint to Congress. 

New England interests had generally 
demanded railroad service in their re- 
gion independent of eastern trunk lines, 
but were now facing the fact that a 
single eastern system, the Pennsylvania, 
was coming to control of their carriers. 


“Yet, I understand,” he said, paren- 
thetically, “that President Atterbury of 
the Pennsylvania has agreed to dispose 
of the Pennroad’s New England holdings 
if public sentiment requires it.” 

“Some of these relationships may in- 
volve violations of the anti-trust laws,” 
he continued. “These conditions present 
a possibly dangerous interference with 
the plans of Congress to bring about well 


“The public attitude might be 
rated as one of entire unconcern 
with nature of rail ownership” 


considered consolidation of railroads. The 
result of the operations of holding com- 
panies is the loss of control by public 
bodies over the organization of rail- 
roads.” 

As to the acquisition of the Missouri 
Pacific system by the Alleghany Corpora- 
tion which has been given much public 
attention by reason of the possibility it 
presents for the construction of a trans- 
continental system, Commissioner East- 
man offered one further comment: 

“The Commission had much testimony 
from representatives of southwestern 
interests while studying consolidation 
plans,” he said, “and no witness ever ad- 
vocated linking the Missouri Pacific to 


the Chesapeake & Ohio. Indeed, many 
witnesses argued that southwestern 
carriers should be required to terminate 
operations at Kansas City or St. Louis, 
instead of coming further East.” 


Now up to Congress 


ITH this far-ranging description 
Wi: holding company accomplish- 
Commissioner Eastman left the 
problem on the Con- 
gressional doorstep, 
where it still remains 
for such further in- 
quiry as members 
may desire. He as- 
sured them that no 
present statute re- 
quired such organiza- 
tions to ask permis- 
sion of any Govern- 
ment agency before 
acquiring the owner- 
ship of railroads, 
provided always that 
they refrained from 
merging parallel and 
competing lines, 
which would mean an 
encounter with anti- 
trust laws. But he 
built up a convincing 
picture of the actual 
construction methods 
which are bringing 
into existence some- 
thing which might be 
termed super - rail- 
roads in the United 
States, whose nature 
and extent is only 
dimly outlined for 
public inspection. 

Upon the inquiry 
thus launched will 
depend the ascertain- 
ment of further facts. 
In previous eras of 
American history, the 
sudden projection of 
such novel facts as to 
new trends in the fi- 
nancial world into po- 
litical inquiry has 
stimulated an outbreak of hostility; but 
times have changed. Representatives in 
Congress have shown a disposition to 
accept the disclosures with curiosity and 
interest rather than agitation. 


ment, 


Public Seems Unconcerned 


NDEED, to date, the communities and 

the states whose rail service is 
actually most touched upon by the new 
departures have accepted the disclosures 
as to increasingly centralized control of 
these facilities philosophically. _The pub- 
lic attitude might be rated as one of 
entire unconcern with the nature of rail 
ownership, so long as service and charges 

(Continued on page 1076) 
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A Spot on the Negative 


mIMONG all the coins, 
Pais | which like the men who 
made them and the men 
who spent them have 
eae out of existence, none has a 
more unique distinction than the 
Spanish maravedi. 
For it was 10,000 of the maravedi 
— approximately $40 — that 
was offered to the member of 
Columbus’ crew who 
should first sight 
land, quite a reward 
to the lucky man on 
the deck of the dis- 
coverer’s ship but a 
ridiculously low 
price to offer for a 
whole new world. 
Yet pitiful as 
this all may seem 


now many of the im- 


portant discoveries 
of the world have 
been made without 
even the immediate in- 
centive of a small copper 
or bronze coin. 

There was, for illus- 
tration, Watt, one of the 
men who developed the 
steam engine. The first reward for 
his curiosity as a boy was a box on 
the ear from his mother because he 
was playing with the tea-kettle. 
There was Goodyear who taught us 
to use rubber, who was first paid in 
the ridicule of his fellow townsmen ; 
there was Edison who though he 
literally transformed the world, 
slept on a park bench one night 
when he first came to New York, 
and finally and of more recent 
interest there was the man in the 
astronomical observatory who, pick- 
ing out a little spot on a photo- 


graphic lens, opened the way to the 
discovery of a great new planet in 
the solar system—without the in- 
centive of even the maravedi. 

The first visible evidence of the 
New World, America, was a mere 
speck of light in the dark; the first 
evidence of the latest new world 

was a speck on a 
negative. 
Similarly the im- 
portant discoveries of 
all time probably 
will first be dis- 
cernible as_ these 
of the past have 
been, just as mere 
pin points or hazy 
glimmers of light 
in the inner mind— 
not clear, well defined 
and clean cut—not a 
whole world emerg- 
ing out of the dark- 
ness. 


ND all this holds 
true in the 
smaller affairs of the 
individual — in the 
cage or at the desk. There are small 
events in the daily routine of the 
bank that may be significant of 
larger things for both the bank and 
himself—for the stuff that personal 
opportunities are made from is rare- 
ly imperted. 
You may have the materials for 
a new success in your possession al- 
ready. 
As you pass in review the work of 
the day, watch for the spots on the 
negative. 
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Investment Affiliates Thrive 


By H. H. PRESTON and ALLAN R. FINLAY 
The former of the University of Washington, and the latter of 


Hundreds of Banks 


Scudder, Stevens & Clark, New York. 


Have Established Profitable 
Selling Organizations in the Post-War Decade. 


Security 
Movement 


Began in 1908 but Progressed at Snail-Like Pace for Ten Years. 
Investment Affiliates Often Superseded Bond Departments. 


N outstanding tendency in our 
present financial organization 
is the formation of investment 
or security companies to re- 

place the bond department of commercial 
banks. This movement had its begin- 
ning in 1908 at which time the First 
National Bank of New York declared a 
stock dividend of 100 per cent, to be used 
in the establishment of the First Se- 
curity Company. In this manner the 
new movement was initiated. It pro- 
gressed rather slowly until after the 
war, however, as only three more invest- 
ment affiliates were established during 
the period, one each in 1911, 1917, and 
1918, by the National City Bank, the 
Chase National Bank, and the First Na- 
tional Bank of Boston. Following the 
war the movement gained momentum 
rapidly; today investment affiliates num- 
ber hundreds. There are no complete 
statistics of the number, resources, or 
distribution of these companies. They 
are not required to make public reports 
to banking authorities or publish period- 
ic statements. Statistical information, 
therefore, is very incomplete and con- 
sists of reports of those companies which 
have voluntarily supplied such informa- 
tion for the investment manuals. 


Effect On Banks 


T is the purpose of this article to 
I analyze the trend toward investment 
affiliates in order to answer questions 
concerning the method of formation, re- 
lationship to the parent bank, branch de- 
velopment, scope of operations, advan- 
tages over the bond department, and to 
forecast, if possible, the effect of the 
movement upon banks and the invest- 
ment banking business in particular. 
Three methods have been used in obtain- 
ing information: first, an examination of 
published reports to be found in Poors 
and Moody’s Manuals; second, direct in- 
terviews, especially with banks in New 
York, Boston, Los Angeles, San Francis- 
co and Seattle; third, by correspondence. 

Of those companies from which data 
were obtained, over one-third had been 
founded in 1928 and 1929, and it is be- 
lieved that more pronounced evidence of 
the general newness of these affiliates 


Healthy Growth 


N this first of two 
articles, Mr. Preston in 
the West and Mr. Finlay 
in the East, combine the 
results of an inquiry last- 
ing many months, into 
forces behind the swift 
trend to investment affili- 
ates. By means of inter- 
views and questionnaires 
they have brought together 
a mass of exceptionally 
valuable information. A 
second article showing cer- 
tain disadvantages of the 
movement will appear next 
month. 


could be presented if all companies were 
included. On the whole, western com- 
panies are newer than eastern ones. 


Bond Department Came First 


N nearly every case the investment 

affiliate succeeded to the business of 
an established bond department. In gen- 
eral, therefore, the factors underlying 
the development of bond departments 
are fundamental to the establishment of 
investment affiliates. That the bond de- 
partment was somewhat of an interme- 
diate step is indicated by the fact that 
a decade ago the number of banks main- 
taining bond departments was surpris- 
ingly small. 

In the years following 1900 this coun- 
try witnessed a phenomenal business ex- 
pansion, especially in the industrial and 
public utility fields; great corporations 
were formed whose securities were wide- 
ly distributed. During this early period 
of rapid expansion, the commercial 
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banks found ready and profitable em- 
ployment for their funds in short time 
loans; bonds were purchased chiefly as 
secondary reserve. The typical banker 
was not interested in becoming a mer- 
chant of securities—he left that business 
to the investment specialist. A few bank- 
ers, however, observing the unusual 
prosperity of the investment houses, 
launched upon the sale of securities, 
usually through the medium of a bond 
department. 


Contact with Public 


HEN came the war and the wide- 

spread sale of Liberty Bonds. Thou- 
sands of new investors were created— 
men and women who, if they had pre- 
viously saved at all, had done so in sav- 
ings banks or similar institutions. The 
banks became the principal outlet for 
the distribution of Liberty Bonds, and 
consequently came more directly into 
contact with the security-buying public. 
The new crop of investors came to the 
banks for investment advice; often they 
withdrew funds from the savings de- 
partment of the banks to purchase in- 
vestment securities. The commercial 
banker thus saw an opportunity to be- 
come an investment banker. 

Meanwhile, the banks were increasing- 
ly purchasing securities for their own 
accounts. One of the marked features 
of post-war banking has been the decline 
in the relative importance of the com- 
mercial loan as a bank asset. The Fed- 
eral Reserve Board in its 1928 report 
stated: “At the present time, of the total 
volume of nearly $35,700,000,000 of 
loans and investments of member banks, 
more than 57 per cent are either in in- 
vestments or in loans on securities.” On 
February 26, 1930, total loans and in- 
vestments of all reporting member banks 
amounted to $22,003,000,000, and of 
these about 60 per cent represented 
either investments or loans on securities. 


Can Be Highly Profitable 


VEN bankers who had traditionally 
classed themselves as purely com- 
mercial bankers were forced, perhaps 
even against their will, to become spe- 
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cialists in securities. The bond depart- 
ment was a natural result of this com- 
bination of factors: Service to customers 
and as an aid in buying bonds for the 
bank’s own account. In quite a number 
of cases the bond department was created 
and has remained purely a service de- 
partment. But in other banks the mer- 
chandizing spirit was more dominant, 
and the bond department became an 
active selling organization openly com- 
peting with investment banks or bond 
houses. It also became a highly profit- 
able unit of the bank. 

During this time the investment busi- 
ness of national banks was practically 
unregulated. National banks were au- 
thorized to make various classes of loans, 
to discount and negotiate promissory 
notes, drafts, bills of exchange, and 
“other evidences of indebtedness.” In 
the McFadden Act of 1927 the invest- 
ment section of the national bank act 
was enlarged and clarified. By the time 
the McFadden Act had wound its tor- 
tuous way through the legislative halls 
in Washington, however, the investment 
tact of the public had undergone a de- 
cided change. 


Stocks Once Shunned 


RIOR to the war the gilt-edged bond 

was considered the only safe form of 
investment. Common stocks were rele- 
gated to the category of pure speculation. 
Such was the investment philosophy of 
the period. A rapid decrease in the pur- 
chasing power of the dollar from 1913 
to 1920, however, coupled with the 
natural inability of the bond and other 
fixed income-bearing securities to cope 
with the situation, resulted in a new in- 
terpretation of safety. 

A safe investment came to be regarded 
as one which preserved not only the dol- 
lar value but also the purchasing power 
of the principal invested and income de- 
rived therefrom. Common stocks of 
sound companies, because of their nature 
of ownership participations, are the 
only form of investment which provides 
this type of’ safety over relatively long 
periods of time. As a result, the once 
inflexible prejudice against common 
stocks gradually began to give way, and 
the investor came to accept these as the 
logical form of investment. This change 
of heart, together with the remarkable 
appreciation in stock market values 
which it had partly caused, has occa- 
sioned a phenomenal growth in the popu- 
larity of common stocks as a medium of 
investment. 


Comparative Sales 


OME idea of the growth in common 
stock popularity may be gained from 
statistics concerning the volume of bond 
and stock transactions during the period. 
These indicate that in the pre-war and 
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war years the volume of bond transac- 
tions increased much more rapidly than 
sales of stock. From 1912 to 1919, the 
latter a record year for stock sales, the 
increase in the number of shares sold 
was only 135 per cent. At the same 
time, bond transactions expanded 458 
per cent with respect to the par value of 
bonds sold. Even more striking figures 
could be obtained by using statistics for 
1920, a record year for bond sales and 
one in which stock sales were much low- 
er than in the preceding year. 

In the ten years from 1920 to 1929, 
however, the par value of bonds sold on 
the Big Board actually declined from 
$3,955,000,000 to $3,773,400,000, or about 
4.6 per cent. During the same period, 
the number of shares sold increased al- 
most five-fold, from 226,600,000 shares 
to 1,125,000,000. 

This reversal of investor demand, in 
addition to its obvious adverse effect on 
bond departments, resulted in a_ sec- 
ondary tendency which accentuated the 
unfavorable effect on these departments. 
Prior to about 1924 a major portion of 
new financing of business enterprises 
was achieved through the medium of 
bond issues and bank loans. In other 
words bond and loan departments of 
banking institutions participated largely 
in the profits of corporate financing. 
Consequently the shift to common stocks 
for financing purposes, which began to 
be noticed appreciably about 1924, 
materially reduced the profits of these 
departments. 


Stock Trading Restricted 


HE purchase and sale of stocks is 

prohibited to national banks and 
normally also under the laws of the sev- 
eral states to state banks. It is true 
that bond departments of banks have 
bought an enormous volume of common 
and preferred stocks for their clients 
through brokerage houses. Neverthe- 
less, they could not underwrite stock 
issues, “take a position” in a stock, or 
carry stocks on hand for immediate sale. 
The commission received by the bank on 
purchases or sales through brokers was 
limited. 

Brokerage fees vary, but about one 
quarter of the New York brokerage com- 
mission on stock deals is the typical 
charge by a bank. This commission 
barely covers the expense involved; ser- 
vice rather than profit has been the 
dominant motive accounting for the de- 
velopment by banks of this business in 
listed stocks. Nevertheless, in total 
sales, many banks estimate that fully 
half of their volume is on a brokerage 
basis. 

In the shift of investor preference, 
therefore, may be found the most sig- 
nificant reason why the _ investment 
affiliate has superseded the bank bond 
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department. Incorporated under state 
law the investment company is free to 
include in its scope the entire investment 
banking and brokerage field. Many 
leading stock exchanges, following the 
example of the New York Stock Ex- 
change, bar corporate members, but, 
where this restriction does not obtain, in- 
vestment affiliates are often members of 
stock exchanges. 


Memberships Helpful 


N the Pacific Coast, a number of 
the investment companies are 
members or associate members of the 
Seattle, Los Angeles, and San Francis- 
co exchanges. Banks, too, sometimes 
establish associate memberships. In most 
cases the company or bank does not 
maintain a trader on the floor of the 
exchange, but benefits by reduced com- 
missions and the opportunity to share 
in directing the affairs of the exchange. 
Problems connected with the capital- 
ization and form of organization of these 
companies center about the amount of 
capital established, the method of pro- 
viding this capital, the form of stock 
ownership used, and the method of dis- 
tributing profits. 

The most common method of obtaining 
the initial capital appears to be through 
the declaration by the parent bank of a 
stock dividend, often accompanied by an 
increase in the capital of the bank. The 
amount of capital and surplus ranges 
from about $100,000,000 down to $200,- 
000, or perhaps even less. In its capital 
readjustment of January, 1929, the Na- 
tional City Bank of New York provided 
for capital and surplus of $200,000,000 
for the bank and $100,000,000 for the 
National City Company. Later, when 
the Farmers Loan & Trust Company was 
merged with the bank, this same estab- 
lished ratio between the bank and its 
affiliate was preserved by increasing pro- 
portionately the capital and surplus of 
each. In general, this capital and sur- 
plus ratio of about two to one appears 
to be fairly typical. 


Three Ways to Organize 


HREE general types of affiliation 
between the investment company 
and the parent bank may be noted: 


1. The stockholders of the bank may have 
a pro rata interest in the stock of the 
affiliated company; examples are: The First 
Security Company of New York; the National 
City Company; Chase Securities Corp.; The 
National Republic Co. of Chicago; the 
Security First National Co. of Los Angeles. 


2. The affiliate may be carried as an in- 
vestment of the bank; examples are: The 
Bankers Co. of New York; The Continental 
Illinois Co. of Chicago; and The Seattle Co. 
of Seattle, Washington. 


3. The investment company may be owned 
by a holding company which may also own 
control of the parent bank, or may, itself, be 
owned by the bank stockholders; examples 
are: American Investment Company of Los 
Angeles ; The National Bancitaly Company of 
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New Hudson Bay Railroad Taps 
Vast Wheat Belt 


By A. H. HARRIS 


Harvest Time This Year Will Find Northern Traffic Outlet 


for Export Grain Ready for Business. 


510 Miles of Track 


Link Agricultural West of Canada and the United States to 
Hudson Bay. Materially Cuts Distance to Foreign Markets. 


RANSPORTATION is the heart 

and center of commerce and trade 

today as it has always been. It 

is only in its forms that trans- 
portation has changed; the service re- 
mains the same will continue 
through the centuries. The heroic jour- 
neyings of Marco Polo, Columbus, 
Drake, Magellan, Hudson and John 
Franklin were not for the purpose of 
carrying the blessings of civilization to 
the benighted, but were organized with 
the object of finding the easiest route 
between production and consumption, be- 
tween buyer and seller, between market 
and market. 

European centers were built by people 
afoot; they were maintained by ship and 
caravan. America was built by men on 
horseback, on boats, in covered wagons, 
on railroad trains. And in considering 
any of the larger problems of transporta- 
tion, the entire continent must be taken 
as a whole, since the same general condi- 
tions were found by the pioneers in the 
Canadian wilds as were found by those 
who settled a short distance further 
south. 


Waterways Came First 


| before the railroad appeared as 
a permanent institution in Canada, 
the country had been more or less opened 


up along the waterways. At the close of 
the period of French rule in Canada, the 
water thoroughfare from Montreal to 
Lake Winnipeg, even, had become well 
established. Jesuit missionaries had used 
it; fur traders had transformed the trail 
into a public highway. Comparatively 
early, the St. Lawrence river with the 
system of canals established on its course 
above Montreal, and the Lakes Ontario, 
Erie, St. Clair, Huron, and Superior, 
with connecting canals, offered to the 
people moving westward a course of 
water transportation and communication 
extending from the Straits of Belle Isle 
to Port Arthur and Fort William, on the 
west coast of Lake Superior, a distance 
of 2232 statute miles. Beyond, eastward, 
stretched the Atlantic ocean. 


1930 Pioneering 


N June 3, 1610, 

Hendrik Hudson 
sailed down the Thames on 
a journey that was to 
establish Hudson Bay on 
the maps of the world. 
Fifty-eight years later the 
first trading post was 
established on the bay. 
After more than two and 
a half centuries the old 
trail joining Hudson Bay 
to the Great Lakes region 
has become a railroad. Mr. 
Harris foresees economic 
results affecting most of 
North America. 


The waterways of Canada, including 
Hudson Bay, constitute not only one of 
the nation’s most remarkable geographic 
features but one of the most vital ele- 
ments of its national existence and 
growth. The Great Lakes, with the St. 
Lawrence river, form the most important 
system of waterways on the continent, 
and one of the notable fresh water trans- 
portation routes in the world. The value 
of this traffic lane in facilitating the 
cheap and speedy shipment of grain 
from the prairie provinces of Canada 
cannot be overestimated. The lakes 
never freeze over, but usually most of 
the harbors are ice-locked by the middle 
of December and remain closed until the 
end of March or the beginning of April. 
Yet the tonnage carried during a season 
is of tremendous volume. 

There is nothing new about the re- 
gion on Hudson Bay where will be 
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established the huge terminals of the 
government railroad which is to form a 
link in a new world traffic route. It 
was in 1668 that the first trading post 
was built at the mouth of Rupert river, 
named Fort Charles, and later renamed 
Rupert House, in honor of Prince Rupert, 
head of the Hudson’s Bay Company. 
Fort Churchill, now the terminus of the 
railroad, was built in 1718, or 212 years 
ago. The first line of settlement leading 
toward the prairie provinces may be said 
to have been established in 1774, with 
the construction of Cumberland House, 
north of the Saskatchewan river, the 
western outpost of the Hudson’s Bay 
Company. 

The main dangers supposed or re- 
ported to attend navigation by the Hud- 
son Bay route are ice jams in the Straits 
and local attractions resulting in the in- 
accuracy of the compass. The Straits 
are about 450 miles in length and thirty- 
five to forty miles in width in the nar- 
rower parts. The widest crossing of the 
Straits is approximately one hundred 
miles. 

With a range in latitude of more than 
eighteen degrees, or about 1200 miles, 
the Hudson Bay region has a wide varia- 
tion of temperature. The extreme 
northwesterly shore of Hudson Bay is 
within the Arctic Circle. Climatic con- 
ditions in the region west and south of 
the bay have been found favorable for 
the successful growing of grain and 
vegetables. As a matter of fact, the 
Hudson’s Bay Company posts cultivated 
land successfully centuries ago. The 
short growing season is offset to a cer- 
tain extent by the longer periods of day- 
light and the greater amount of sunshine 
then prevailing. Agriculture has been 
tried out as far north as Indian Lake, 
which is in latitude 57 degrees, 30 min- 
utes. Precipitation ranges between 15 
and 30 inches, taking the region as a 
whole. 

Archangel, on the White Sea, is very 
much to Russia what Churchill may be 
to Canada. Archangel is a city of 40,000 
inhabitants and is the capital of the 
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New Hudson Bay Railroad Taps Vast Wheat Belt 


province of the same name. Archangel 
is a great port, despite the fact that the 
harbor is closed for six months each year 
by ice packs. Archangel is almost seven 
degrees further north than Churchill. 


Grain for the World 


HE extent to which a country’s in- 

dustrial and economic life is deter- 
mined by its physical geography is well 
illustrated in Saskatchewan, Alberta and 
Manitoba. Everything tells of the pos- 
sibilities of grain-growing, of an expan- 
sive system of agriculture. And with the 
development of a tremendous agricul- 
tural region, there of necessity appeared 
a demand for markets, great markets 
which could absorb hundreds of millions 
of bushels of wheat annually. The traf- 
fic lane to Great Britain lay through the 
Great Lakes and the St. Lawrence river, 
with a necessarily high tariff schedule on 
wheat and other grains fixed by the 
transportation companies. 

Naturally the farmers in new sections 
of the country were poor, and the burden 
of hauling their grain to market—long 
distances in many cases—was increased 
by the freight charge which was consid- 
ered exorbitant. Here was found the 
rock upon which to build public senti- 
ment which would ultimately force the 
construction of the Hudson Bay Rail- 
road, and the opening of a new traffic 
thoroughfare between the center of the 
continent and the markets of Europe. 

It was in 1908 that a land grant which 


had passed to the Lake Manitoba Rail- 
way and Canal Company was cancelled, 
and the Dominion government made the 
first announcement that a regular main 
line railroad would be built to Hudson 
Bay. During two years surveys were 
made from the connection on the trans- 
continental line to both Port Nelson and 
Port Churchill. In 1910, the first actual 
construction was begun, and a steel 
bridge was thrown over the Saskatche- 
wan river at The Pas. During the seven 
years, 1911 to 1918, rails were laid to a 
point 332 miles north of The Pas, and 
construction of terminals at Port Nelson 
was begun. Several millions of dollars 
were expended in the work. 


Ready for 1930 Harvest 


OLLOWING the end of the World 

War, Canada was devastated of both 
men and capital, and nothing was done 
on the Hudson Bay Railroad until 1924, 
when a plan to repair the tumble-down 
road was put into operation. This work 
was carried on until late in 1926, when 
plans for the terminals at Port Nelson 
were changed, and the following year 
Port Churchill was selected as the ter- 
minus of the road and the location of 
huge ocean terminals. The year 1928 
was, occupied in the construction of the 
northern sector of the road, and by 
March, 1929, the rails had been laid to 
Churchill. The railroad and the ocean 
terminals will be ready for operation by 
harvest time, 1930. 


While the preliminary work was being 
carried on looking to the construction of 
a railroad from the great wheat field to 
connection with world shipping at Hud- 
son Bay, the development of agricultural 
land in the three provinces of Manitoba, 
Alberta and Saskatchewan is one of the 
marvels of the century. In 1906 the 
population of the three provinces was 
808,646. Twenty years later, or in 1926, 
the population had more than doubled, 
the increase being 1,258,732. Saskatche- 
wan had increased from 257,763 to 820,- 
738; Alberta, from 185,195 to 607,584; 
Manitoba, from 365,688 to 639,056. Win- 
nipeg had become the greatest primary 
wheat market in the world. 

The chief product of western Canada 
is wheat and it is produced for export. 
Only a small percentage is needed for 
seed and domestic consumption. The ex- 
port wheat now reaches the British and 
European markets either by way of the 
Great Lakes and Atlantic ports—Cana- 
dian and American—or by the ports of 
the Pacific and through the Panama 
Canal. By the canal route the distance 
from Edmonton, the center of a great 
wheat growing region, to Liverpool, is 
10,700 miles. The distance from 
Churchill to Liverpool, is 2926 miles. The 
distance from Montreal to Liverpool is 
3007 miles. From Winnipeg to Liverpool, 
via Hudson Bay, the distance is at least 
500 miles less than by the way of Mon- 
treal, the short mileage being accounted 

(Continued on page 1080) 
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The Way to Sell Trust Service 


By M. B. SLAUGHTER 


Trust Officer, Holston Trust Co., Knoxville, Tenn. 


Aggressive Salesmanship is Futile Without Good Manners and 


Tact. 


Go-Getters are at Disadvantage Unless Tempered with 


Genuine Courtesy. Trust Solicitors Deal with Special Class and 
Must Be Men of High Type. Talk Good News Instead of Hearses 


S Americans, we are much given 
to thinking of ourselves not 
only as master salesmen, but 
as the last word in go-getters. 

I sometimes wonder if we are really 
gifted with native salesmanship to the 
same degree as we are blessed with 
energy. 


Takes More Than Hustle 


OW it so happens that selling trust 

service requires qualities both com- 
monplace and subtle. Some of the com- 
monplace qualities are so utterly obvious 
that many of us overlook them. It is 
these axioms, these half-forgotten and 
self-evident truths that I want to em- 
phasize, for more business can be ob- 
tained through their proper application 
than is possible from sheer energy and 
hustle. 

The real trust solicitor, to attain the 
pinnacle of the art of salesmanship, must 
have great qualities of mind as well as 
great qualities of disposition. He must 
be alert, receptive and masterful. It 
is the solicitor who meets the great out- 
side. He is not one of an army. He is 
alone. The bank advances or retreats 
according to his efforts. He deals large- 
ly with strangers, not with friends. He 
deals with classes and not with masses. 
He represents not merely his officers but 
the entire bank, and the public will judge 
the bank according to his conduct. 

When one stops to think of it, it is 
quite an art to handle a man in such 
a way as to win his respect, his con- 
fidence and his friendship. A living man 
is the most complex mechanism in the 
world. Compared to him a locomotive is 
a playtoy. The least blunder may cause 
him to work badly or even to break 
down; yet there are no printed instruc- 
tions attached to him. All we can do 
is to watch his eyes and his mouth, and 
do our best. 


Should Emulate Tugboats 


F one has ever seen a fleet of tugs 
helping a great transatlantic liner 
to her dock, he will know how a man 
ought to be handled. The tugs do not 
meet the ship head on. They do not 
collide. If they did they would be crushed. 


Long Way Around 


Fr order to reach the pin- 

macle of success in the 
business of soliciting fiduci- 
ary business one must 
possess “great qualities of 
mind as well as great quali- 
ties of disposition.” The 
writer leaves no doubt 
about his attitude toward 
doctrines of salesmanship 
based on “never take no for 
an answer.” He challenges 
many of our traditional 
ideas on the effectiveness 
of direct action in overcom- 
ing sales resistance. 


0.0.9. 0.9.9, 9.9.9.9, 9.0.9.9. 0.9.0, 


They trot up deferentially, moving in 
the same direction as the great ship. 
They push against her bow, gently at 
first and then harder, and harder, until 
they are using every pound of force they 
possess. But there is never a jolt or 
jar, and the little tugs are plainly help- 
ing the big ship do what she wants to 
do. There is an illustration of sales- 
manship at its finest. 

The most efficient approach is to come 
to a man from his own viewpoint. If 
a solicitor can do this, he will be wel- 
come no matter what he has to sell. For 
example: if a prospect is the president 
of a university, come to him from his 
side of the fence. Talk about the most 
recent endowment, or his latest book. 
The same applies to the manufacturer 
or the president of a railroad. Base an 
approach on the best item in his last 
annual report. On that item he has a 
reservoir of talk and an unlimited sup- 
ply of courtesy. In the case of a finan- 
cier, the key to his good will is some 
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especially favorable fact concerning a 
property upon which he has just loaned 
a large sum of money. The point is, 
every man has some point of pride 
through which his interest may be 
gained. 


An Altar to Vanity 


HIS plan holds good with the small- 
est and the greatest men. I have 
met few men who were not concerned 
about their own success. Almost with- 
out exception there is an altar to pride 
and vanity at every wealthy man’s desk. 
So much hokum has been written 
about unselfishness and modesty that 
many of us have become confused in 
dealing with our fellow man. The truth 
is, that very few men have ever accom- 
plished any great work without being 
more or less self-centered. His creed 
must be, faith in himself. It is cheap 
and silly to sneer and say he is an ego- 
tist. Certainly he is an egotist. He is 
more than that. For if he is anywhere 
in the front row he believes in himself. 
One may be certain that he is in some 
degree an egotist, and not without 
reason. 

Pride and vanity, self-interest and 
self-respect—these are the handles that 
are found on all men. Some men have 
only one, others have more. But if the 
object is to move any man, either genius 
or bum, he must be seized by one of 
these handles. 

In approaching a prospect never make 
the mistake of drawing a comparison 
between him and a person of less im- 
portance. Never use phrases foreign to 
the layman. To do this is fatal. Use 
the simplest explanations instead of 
legal terms. If he supplies the proper 
legal term, appear apologetic and say to 
him that so few men are acquainted 
with those terms that it is almost always 
necessary to deal with the most elemen- 
tary expressions. In this way he re- 
ceives a subtle compliment and the 
solicitor benefits by his increased inter- 
est. If he does not understand legal 
terms, he will appreciate it if we do not 
make use of them. Remember, no really 
important man cares to admit ignorance 
in any discussion. 

(Continued on page 1100) 
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The Expectation of Bank Legislation 


ASHINGTON observers are of the opinion that 

there will be no comprehensive legislation on 
banking for from one to two years. If this estimate 
is correct there is little fear of those mistakes which 
so often attend hasty legislation. It is evident,. too, 
that whatever legislation may be enacted then must 
of necessity reflect the new banking conditions which 
have developed in the last few years rather than be in 
the nature of an entirely new mould in which the 
structure of banking is to be cast thereafter. 


Business Better Than It Looks 


HE Central Trust Company of Illinois in its 
Digest of Trade Conditions declares that “business 
is even better than it looks.” 

Its economist directs attention to the fact that pres- 
ent comparisons must be made with the early portion 
of 1929 during which period nearly all trade records 
were shattered. Business, he says, is not materially 
below average at this time and is definitely improving. 
The first quarter should be our worst, the second quar- 
ter showing improvement, and the last half of the year 
far better than the last half of 1929. 


The Old-Fashioned Bank 


HE man who has not changed his methods of 
doing business, no matter what kind of business 
he may be engaged in, has failed to keep up with the 
procession and unless he catches step with the onward 
march he will soon be left behind to sorrowfully dwell 
upon his misfortune and he will have nobody to blame 
but himself,” said Robert F. Maddox, chairman of the 
First National Bank of Atlanta, in addressing the 
recent conference on bank management in that city. 
The bank management conferences held under the 
auspices of the American Bankers Association were 
initiated to help those who were lagging behind—to 
supply them with the methods of readjusting their 
business here and there to the end that they may make 
more money and make safer investments. Every con- 
ference has borne good fruit; every conference has 
marked an upward turn toward more profit and more 
safety for many a bank, but the work has not been 
ended. 

“The Comptroller of the Currency stated at the San 
Francisco Convention,” continued Mr. Maddox, “that 
in 1927 there were 966 National banks and 2000 State 
banks operated at a loss, while 2000 National banks 
earned less than 5 per cent. 

“It is therefore apparent that in order to meet pres- 
ent conditions it is imperative that banks increase 
their earnings by broadening and improving the effi- 
ciency of their service and securing more adequate 
compensation for all service rendered. 

“With the marvelous increase in the rapidity and 


facilities for the transmission of news as it relates to 
commerce, finance and industry, and the broad circula- 
tion of excellent magazines devoted to special lines of 
business, there is no excuse for any business man not 
to keep abreast of the times and the old-fashioned 
bank which perversely clings to the customs of yester- 
years will soon be as uncalled for as a covered wagon.” 

There has been no more useful, no more vital con- 
tribution to the literature of modern banking than is 
constituted in the printed proceedings of these con- 
ferences, and the progressive banker, no matter where 
he may be, will look anew into his own business under 
the searching lights thus available. 


The Cost of Fiduciary Service 


N an address during the Southern Trust Confer- 

ence at Montgomery last month, Charlton Alex- 
ander, vice-president of the Mississippi Valley Trust 
Co. of St. Louis, presented two facts that should be 
remembered everywhere for presentation to the public. 

“An analysis of St. Louis estates, administered 
by individuals,” he said “covering a three year period, 
discloses the wholly unwarranted payment of $490,- 
000,000 in taxes alone. 

“A recent survey of St. Louis estates shows the 
saving of 4.7 per cent through the administration by 
companies over the administration by individuals of 
similar estates.” 

For the most part the development of trust com- 
pany business has been discussed as an opportunity 
for business development, but in view of the fore- 
going the development of the trust company idea in 
the public mind—the education of the public to a 
better understanding of the protection afforded, the 
service given, and the money saved—also partakes 
of the nature of an obligation and a responsibility. 


To Help Business by Spending More 


WO hundred club women of Detroit at a luncheon 

held in that city last month pledged themselves to 
a program of “spending that others may spend.” In 
the resolutions which were adopted they urged women 
to “dispel the psychology of fear and to restore 
hoarded money to circulation and to all fields of com- 
merce.” 

Said the principal speaker, as quoted by the New 
York Times: 

“Suppose I have decided to buy an automobile, but 
because I have this fear of depression I change my 
mind and keep the money. Many others decide, as I 
decided, not to buy. 

“The automobile manufacturers find it necessary to 
lay off large numbers of men. The parts manufac- 
turers, deprived of their market, do likewise. The 
producers or raw materials in turn are forced to cut 
their forces. The doctor, the grocer, the merchant 
cannot collect the money due them and we have de- 
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pression, because those who have money to buy de- 
cided not to do so. 

“If the trouble is that money is not in circulation, 
then we must know that the thing to do is not to with- 
hold more money from circulation, but to put it back 
in. You can’t cure a man of his ills by giving him 
more of what made him ill.” 

Copies of the resolutions adopted were, according to 
report, to have been forwarded to President Hoover 
and if promptly sent he received them about the date 
when he was preparing for the third time to call upon 
Congress to put the brake on expenditures because 
the Government faces a deficit of from $20,000,000 to 
$30,000,000 in the next fiscal year. 

And of related interest with these two incidents is 
an important article by Prof. T. N. Carver in this 
issue of the JOURNAL in which he discusses the philos- 
ophy of creating prosperity through the expedient of 
spending more. 


Disposing of a Threat to Our 
Credit Structure 


HOSE who have looked askance at the probability 

of issues of German obligations being floated in 
this country in alarmingly large amounts are referred 
to the veto power of the central banks of each of the 
countries which participated in the organization of the 
Bank for International Settlements. 

Melvin A. Traylor, president of the First National 
Bank of Chicago, one of the men who set up the Bank 
for International Settlements, says: 

“No matter what may be the conclusion of the Board 
(Bank for International Settlements) with respect to 
any transaction to be effected in any country, such an 
operation cannot be carried out if the central bank 
of the country affected signifies its objection. This is 
of especial importance at this time when it is being 
alleged that America is to be flooded with succeeding 
issues of German obligations in amounts so large as 
to threaten our credit structure, deplete our gold re- 
serves, and otherwise destroy our economic prosperity. 
Assuming that it would be the disposition of the ma- 
jority of the Board of Directors of the bank to carry 
on such operations, which assumption would not be 
warranted by the facts, we would have to assume 
further that the Governor of the Federal Reserve 
Bank of New York would not object to such a pro- 
gram, before we can believe that such a procedure is 
even within the realm of possibility. If the expressed 
language of the statutes means anything, and if the 
covenant of the world’s leading governments who have 
ratified these provisions of the statutes is more than a 
scrap of paper, if the Governor of the Federal Reserve 
Bank of New York should object to such a transaction 
or any other transaction, ‘then the proposed operation 
shall not take place.’ Probably never before in the 
history of international agreements has there been 
written such an all-inclusive veto power as is reserved 
to each and every participant in the International 
Bank.” 


The Development of the Branch System 


Waa may be called a bird’seye picture of the 
transformation in form of organization of 
the nation’s banking service may be gained from the 


following statement taken from the bulletin of the 
Federal Reserve Board: 

“The number of banks of all classes in the country 
as a whole decreased in the period from June, 1924, to 
the end of February, 1927, by 2,023. For the twenty- 
one states and the District of Columbia comprising 
the branch-banking area, the decrease amounted to 506, 
and in this area the number of branch offices increased 
in the same period by 614, giving a relatively small in- 
crease in the total banking offices for the area, from 
13,002 to 13,110. Outside this area the decrease of 
1,517 in the number of banks was, of course, not offset 
by any extension of branch systems. In the period 
of approximately equal duration from February, 1927, 
when the McFadden Act went into effect, to the end of 
December, 1929, the number of banks in the country 
decreased further by 2,343, the decrease within the 
branch-banking area of 623 being relatively as well as 
absolutely less than the decrease of 1720 outside this 
area, and being more than offset by an increase of 647 
in the number of branch offices. In the state of Cali- 
fornia the number of banks fell off in each of these 
periods, the decrease being more than offset in the 
first period and nearly offset in the second period by 
increase in the number of branch offices, so that the 
total number of banking offices increased in the first 
period from 1213 to 1316 and fell off slightly in the 
second period to 1300 at the end of December, 1929. 
In other states of the branch-banking area, however, 
decreases and increases in the number of banks and 
of branches have been in varying proportions, and no 
close correspondence has been in evidence. In New 
York, for example, where the increase in number of 
branch offices since the passage of the McFadden Act 
has been double the increase shown for California, the 
number of banks has remained nearly constant.” 

Though not true of the whole country, nevertheless 
the fact that in even one large area a certain number 
of independent banks should be supplanted by an equal 
or greater number of branch bank offices is highly 
significant. 


The One-Crop Credit Risk 


HE community with only one major industry runs 

the risk for sooner or later experiencing a set- 
back, for if the business of the one industry languishes 
the business of the community goes down with it. 
Similarly the bank that extends itself too far in one 
class of credit runs the risk of having frozen loans at 
a juncture when liquidity is imperative. The farmer 
who risks his season’s work on one crop is gambling 
and—over a long period—he may find that the dice 
are loaded against him. 

Hence the growing tendency of banks to refuse 
credit to one-crop farmers is logical and prudent. It 
is emphasized in the policy of the Bank of Atkins, 
Ark., in the following announcement: 

“The directors do not assume to dictate the busi- 
ness of the customers, but they do take the position 
that it is their duty to pass upon the credit worth and 
financial strength of every borrower of its funds. Ex- 
perience has demonstrated, especially since the advent 
of the boll weevil, that the one-crop man is not a 
desirable credit risk, and therefore no such loans will 
be taken by this bank.” 

Wherever banks have adopted a similar policy they 
at least have the assurance that one real menace to 
their integrity has been removed. 
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Federal Law Makers Hear 
Group Bankers 


House Banking and Currency Committee Supplements Testi- 
mony of Federal Officials with That of Prominent Advocates of 


Group Banking. 
Federal Reserve. 


HERE appears to be a growing 

sentiment among members of the 

House banking and currency com- 

mittee for extended branch bank- 
ing in the national system, as a remedial 
measure for certain defects in the pres- 
ent banking structure. After hearing 
the testimony of two advocates of group 
banking and two of branch banking, Rep- 
resentative Luce, of Massachusetts, 
stated that to date the evidence seemed 
to indicate a branch banking system 
would serve to better advantage than a 
group system. 

Representative Stevenson, of South 
Carolina, stated that there was greater 
security behind a strong branch bank 
than behind a unit bank in a holding com- 
pany group. His belief is that a holding 
company is only responsible to the de- 
positors to the extent of the stock owner- 
ship in a unit of a group system, while 
the depositors in a branch bank have the 
security of all the resources of the parent 
bank. 


A Mid-Western View 


EPRESENTATIVE SEIBERLING, 
R of Ohio, sees greater safety in a 
branch banking policy with strict Fed- 
eral control, than would be the case 
under group banking, which he contends 
is beyond the supervisory powers of the 
Federal authorities. 

Representative Dunbar, of Indiana, be- 
lieves that branch banking along the lines 
outlined by the Comptroller of the Cur- 


rency would solve many of the banking / 


problems confronting the country. 

Representative Brand, of Georgia, fa- 
vors the plan offered by Comptroller Pole, 
which would permit national banks to es- 
tablish branches within trade or economic 
areas. The Georgia member of the com- 
mittee believes that under Federal super- 
vision, branch banking has many advan- 
tages over the group system. He takes 
into consideration the economies and ef- 
ficiency of branch banking not possible 
under group banking. 

Representative Beedy, of Maine, a 
much interested participant at all the 
hearings, has pending before the commit- 
tee a bill which would permit branch 
banking in the national system to the 


Long Delay 


from the out- 
look described _ here, 
there is every prospect 
that banking will remain 
indefinitely in the Wash- 
ington spotlight. While the 
House committee moves 
into the final stages of its 
inquiry into branch and 
group banking the Senate 
committee votes an investi- 
gation of the Federal Re- 
serve System. It seems 
probable, however, that the 
Senate will not get its hear- 
ings started before the 
next session of Congress. 


. 
. 
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limits of Federal reserve districts. The 
Maine congressman explains that his 
measure is merely a “feeler’” from which 
more formidable legislation might evolve. 


Some Members Undecided 
EPRESENTATIVE FORT, member 


of the committee from New Jersey, 
rather favors branch banking over the 
group plan, but states that his mind is 
not fully made up. 

It is apparent from the questioning of 
witnesses that many other members of 
the committee see greater merit in branch 
banking that in the newer banking de- 
velopment. They are not sure as yet that 
some form of independent unit banking 
cannot be made workable in this country, 
despite the momentum of the present 
trend to groups and branches. 

There is some indication that when 
legislation does take definite form, pro- 
posals will be put forth to curb the group 
development. However, legislation touch- 
ing on banking is not anticipated before 
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Senate Committee Votes Investigation of 
General Legislation Not Expected Soon. 


the regular session of Congress two years 
hence. 

The two advocates of branch banking 
who testified before the committee were 
Comptroller of the Currency John W. 
Pole, who originated the idea of permit- 
ting national banks to extend branches to 
trade or economic areas, and Governor 
Roy A. Young, of the Federal Reserve 
Board, who concurred, almost to the let- 
ter, in the recommendations of the comp- 
troller. 


Groups Versus Branches 


W. DECKER, president of the 

@ Northwest Bancorporation, and L. 

E. Wakefield, vice-president of the First 

Bank Stock Corporation, both of Minne- 

apolis, were the first two group bankers 

to testify in connection with the bank 
inquiry. 

Members of the committee who had 
been most vigorous in their opposition to 
branch banking and group banking and 
who expressed some fears that the en- 
tire propaganda for branch banking, in- 
cluding the frank statement of Comp- 
troller Pole, was inspired by city banker 
influence, received little confirmation for 
that theory in the testimony of the first 
two group bankers. 

Contrary to the prediction of the comp- 
troller, that group banking systems would 
welcome the permission to convert into 
branch banking systems, Mr. Decker and 
Mr. Wakefield not only defended their 
particular structure set-up, but asserted 
that any extensive branch banking 


/ growth in their territory, would meet 
' with opposition. 


Both of the banker witnesses gave sup- 
port to the corporate holding company 
type of banking organization. They 
agreed that whatever merits trade area 
branch banking might have, greater econ- 
omy and efficiency being admitted, the 
people of the Northwest were not ready 
ffor that concentrated character of bank- 
ing service. They see the possibility of 
‘county-wide branch banking, with the 
strong bank in a county seat town, linked 
up with a group of banks. Branch bank- 
ing, in fact, was advocated by the wit- 
nesses, to serve those towns and rural 
/ (Continued on page 1082) 
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STRUCTURAL STEEL 


CREATED 


THE SKYSCRAPER 


DREAMS THAT WILL LIVE IN STEEL 


444 4445 


= 


AN ENLARGEMENT OF THIS HUGH FERRISS RENDERING, ON SPECIAL STOCK FOR FRAMING, WILL BE MAILED WITHOUT CHARGE 
TO ANY ARCHITECT, ENGINEER, OR BUSINESS EXECUTIVE. 


How uicH the new city holds its head! The 
vaulting arch... the arrogant spire . . . the 
clean-limbed river span . . . these safely dare 
to reach so far decause steel is in their veins. 
Versatile steel! Worker of miracles solely 
through proved engineering formule and the 
competent art of drafting boards! For steel’s 
adaptability, steel’s strength and security are 
definitely known—controlled by scientific test 


and analysis at every stage in its manufacture. 


The co-operative non-profit service organization of 
the structural steel industry of North America. 
Through its extensive test and research program, 
the Institute aims to establish the full facts regard- 
ing steel in relation to every type of construction. 
The Institute’s many publications, covering every 


AMERICAN 


STEEL INSURES 


Structural steel brings speed, safety and 


economy to the erection of small as well as 


large structures—to homes, apartment and 
mercantile houses, schools and small bridges. 
Before building anything find out what steel 
can do for you. The Institute serves as a clear- 
ing house for technical and economic informa- 
tion on structural steel, and offers full and free 
co-operation in the use of such data to archi- 


tects, engineers and all others interested. 


phase of steel construction, are available on request. 
Please address all inquiries to 200 Madison Avenue, 
New York City. District offices in New York, 
Worcester, Philadelphia, Birmingham, Cleveland, 
Chicago, Milwaukee, St. Louis, Topeka, Dallas 
and San Francisco. 


INSTITUTE OF STEEL CONSTRUCTION 


REN GTR 


When writing to advertisers please mention the American Bankers Association Journa! 
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Our bookkeeping 


... you'll See every girl at 


her desk...all the time 


ATURALLY we are 

proud of the appearance 
of this room, but the big point 
in its favor is its freedom from 
confusion’’.. said an official of 
the Northern Trust Company, 


Chicago, Illinois. 


Each operator can concentrate 
on her work, because every de- 
tail is within reach of her two 
hands. This desk provides sort- 


ing space, signature files, and 
ample check filing space right 
next to the bookkeeping 
machine. There is no needless 


running back and forth. 


Mail the coupon.. or check 
your name on one of your let- 
terheads and we will send you 
further interesting data on time- 
saving and space-saving in your 
Bookkeeping Department. 


‘YAWMAN FRBE MFG.(0. 


585 Jay Street 


DEVISORS OF BETTER BANK SYSTEMS 


Rochester, N. Y. 


AND EQUIPMENT 


department 


Below is a partial view of the 
Northern Trust Co. Bookkeeping 
room, taken after banking hours. 


‘Foremost For Fifty Years“ 


Yawman and Erbe Mfg. Co. 
585 Jay Street, Rochester, N. Y. 


Please send me complete information on the 


Commercial Bookkeeper’s Desk. 
Name 


Address 


When writing to advertisers please mention the American Bankers Association Journal 
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Safe Deposit Service Improves 
But Earnings Lag 


By R. T. ROOT 


President, Safe Deposit Association of New York State 


Average Modern Vault Can Be Put on Sound Profitable Basis 


Only by Raising Rates. 


Cost of Construction Has Risen 35 to 


40 Per Cent in Fifteen Years but Box Rents Remain Almost 
Competition and Free Service Cut Revenue. 


Stationary. 


SK any safe deposit official 
whether the returns are com- 
mensurate with the cost of in- 
stallation, the services rendered 

and the liabilities involved, and the an- 
swer will be emphatically in the nega- 
tive. 

Safe deposit companies, at least on the 
present scale, are comparatively modern. 
When they were first started some basis 
for charging for space occupied had to 
be decided upon, a purely arbitrary de- 
cision doubtless based on cost and the 
desire to make the return on the invest- 
ment show on the right side of the 
ledger. While in some companies it is 
the custom to make a flat charge per 
cubic inch of space, it is more generally 
the practice to make the cubic inch cost 
less, the larger the safe. 


Wholesale and Retail 


HIS follows somewhat along the line 

of retail and wholesale prices and 
also arises from the fact that a large box 
will doubtless not require as much ser- 
vice as would be demanded by the own- 
ers of smaller boxes occupying an equiv- 
alent amount of space. Moreover, the 
cost of installation, in the case of large 
compartments, is less because there are 
fewer steel partitions, tin boxes and 
locks. 

In these days the safekeeping and pro- 
tection of the wealth of this nation, the 
wealthiest in the world, has become of 
paramount importance. Without doubt 
this wealth is held by the banks in large 
part and such is probably the case when 
we consider the matter from the broadest 
viewpoint. That is, when we consider 
their own investments, the securities held 
by them as collateral for loans made, and 
last, but not least, the contents of safe 
deposit vaults which are associated with 
almost all banks either as one of the 
several departments of the various 
banks or, as in many cases, as separately 
incorporated companies, though either 
affiliated with or controlled by the parent 
institution. 


More Income 


Aaa was charging a 
minimum rental of $3 
for safe deposit boxes. It 
was decided to raise this to 
$5. The result was an in- 
crease of 44 per cent in the 
vault’s income. Less than 
1 per cent of the custcmers 
withdrew. The majority 
of box renters, says the 
author, show willingness to 
pay fairly for the service 
when conditions have been 
explained to them. 


In the safekeeping of this wealth two 
considerations are of the greatest im- 
portance. First, that the vaults in which 
it is kept should be both burglar and 
fireproof. Protection against fire may 
easily be obtained, but in arranging for 
the protection against the modern vault 
burglar who knows the use of the oxy- 
acetylene torch and the blow pipe, the 
prudent vault official will not for a mo- 
ment hesitate to make use of all the ex- 
pedients which modern vault construction 
has devised. 


Modern Science Has Helped 


AFETY demands that the vault 
should be visible from all sides, in- 
cluding top and bottom, with the lone ex- 
ception of the bottom in cases where it 
is built on a solid rock foundation. In its 
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construction no expense should be spared. 
The old saying of “penny wise and pound 
foolish” should be heeded. There should 
be reinforced concrete walls completely 
surrounding the vault and inner linings 
of steel. Modern science has devised 
alloys immune to the torch by giving out 
gases which make the air unbearable for 
those who would drill through. Given 
the modern unburnable door of generous 
thickness and the best electrical protec- 
tion that can be obtained the vault of- 
ficial may reasonably feel that he is 
fully protected and that he has given due 
diligence. Advance in construction, par- 
ticularly of doors, has developed from the 
full plate laminated type to cast con- 
struction. Bolt frames are now an in- 
tegral part of the door castings, thus 
giving this type thousands of pounds 
more tensile strength. 

But having considered what the banker 
must do in preparing to receive and pro- 
tect the wealth intrusted to his care, it is 
reasonable to ask how he can hope to 
receive a more just compensation. First 
of all, it can be conservatively estimated 
that the cost of vault construction in the 
last fifteen years has increased at least 
35 or 40 per cent. Needless to say prices 
have not kept pace. 


Rentals Got Low Start 


PRICE having been set for boxes of 
approximately the same size, as 
new vaults were established, in a great 
majority of cases, higher prices could not 
be decided upon. Competition required 
that in a general way the prices had to be 
relatively the same for localities of ap- 
proximately the same character where 
the demand for boxes would come from 
relatively the same class of customers. 
Admitting if we will that in the begin- 
ning the price may have been proper, 
which is very doubtful, is the price at 
the present time sufficient taking into 
consideration all the various expenses 
and liabilities which enter into the busi- 
ness? 
The demand for boxes has so increased 
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that almost every bank feels compelled to 
have a safe deposit vault run either as a 
department of the bank or as an affiliated 
company. It is felt that this service must 
be given their depositors. The First Na- 
tional Bank advertises among its facili- 
ties its safe deposit department and so 
the Second National feels that it must 
offer the same whether profitable or not 
to do so. Otherwise it runs the risk of 
possibly losing some of its own business. 
Many bankers feel that the safe deposit 
business is a necessary evil which must 
be put up with. This should not be the 
case. It should be and can 

be made a profitable part of 

banking. 


Trust Companies 
Especially 


OW that the national 

and many state banks 
are authorized to do a fidu- 
ciary business it is, of course, 
more profitable for the banks 
to have actual possession of 
customers’ securities through 
custody accounts. The return 
is greater to the banks, but 
there will still be patrons who 
will wish to keep charge of 
their own property and there 
will be a demand for boxes 
for valuable papers other than 
securities. At the present time 
the demand is not as great as 
it was, doubtless due to the 
upheaval of last October and 
November, when wealth went 
by the board, but this will 
not continue. When bank of- 
ficials realize that the safe 
deposit vault returns should be 
made to show on the right 
side of the ledger then proper 
charges will be made. 

A very good illustration of 
the unreasonably low charge 
made for safe deposit space 
recently came to my attention. 
The treasurer of a savings 
bank in a New England town 
was worried about keeping his bank’s 
securities in its vault. He felt he was not 
fully protected with his present equip- 
ment. Considering the matter carefully 
he found that to build a new vault which 
would give him proper protection would 
mean an annual expense of $1,000 for 
interest on his investment and deprecia- 
tion. This seemed high. If he con- 
tinued to keep them in the present vault 
and covered them with insurance the 
annual charge would be $800. This also 
seemed rather a high expense. At last 
it was suggested to him that it would 
be advisable to rent a box in a safe 
deposit company, which course he de- 
cided to follow. How much could he 
afford to pay? 


The box he rented was ten inches 
wide, ten inches high and twenty-four 
inches long, with an inside capacity of 
something over 2,000 cubic inches. For 
this he paid $15 per year, or at the rate 
of approximately three-quarters of a 
cent per cubic inch per year. The space 
was worth to him approximately fifty 
cents per cubic inch based on what it 
would have cost if he had built a new 
vault. The safe deposit company fur- 
nished everything and assumed the lia- 
bility for what is relatively a trivial 
return. The box was large enough to 


An Old Safe Deposit Vault in New Orleans; built before 


the Louisiana Purchase 


hold bonds of $1,000,000 par value and 
actually did contain nearly $700,000. 
There doubtless are many similar cases. 

Such a condition should not exist. 
Any vault run on that scale of prices 
could not show a profit. It could not 
afford to have proper men on its staff 
for it could not pay them from income 
received if it were an independent vault 
and if it were a department of a bank it 
would be carried as a heavy expense 
and no profit. 

What is the answer? When bank of- 
ficials awaken to the true situation then 
a change will be made. We can assume 
that our customers are reasonable indi- 
viduals in the great majority of cases 
and are willing to pay a proper charge 


when they know the true situation. 
There is absolutely no reason why the 
vault should give everything in the way 
of protection and service, assume the 
liability and receive in return less than 
a fair charge. 


Prices Twenty Years Old 


ATES established twenty or more 
years ago which possibly might have 
been fair then to both company and cus- 
tomer are entirely out of place now. 
This applies to the vault built before the 
war as well as to the vault 
built under present conditions, 
which costs very much more 
to install. The unreasonable- 
ness of the return with refer- 
ence to the old vault is due 
to the fact that costs of op- 
eration have greatly increased. 
How can the safe deposit 
companies obtain more com- 
mensurate returns? Put the 
vault on a business basis. Do 
away with free or reduced 
rent. A customer desirable to 
the bank should be expected 
to pay for his box just as any- 
one else and should not re- 
ceive it gratis. This practice 
is doubtless not as prevalent 
as is that of trying to induce 
customers of one vault to leave 
it and come to another and 
receive in the new vault rent 
free till the expiration of his 
rental with the vault he has 
left. In the vault he leaves 
he may have a smaller box 
than the one he now rents and 
he may also have received an 
allowance for unexpired time 
from the vault he is leaving. 
A customer seeking accom- 
modation on this basis may 
not be desirable in the long 
run for, after receiving ser- 
vice from one vault for a 
period longer than he pays 
for, he will be very apt to look 
around for another vault. A good rule 
is to maintain prices whatever they are 
and not to cut them when a prospective 
customer wants te rent for more than 
one year. 


Minimum $5 or $6 


HE small box in a well managed 

company should rent for not less 
than $5 or $6 per year in towns and 
small cities and the charge should be 
higher in large cities, where the invest- 
ment would naturally be greater and cost 
of operation higher. Acquaint customers 
with the true situation and the result 
may be agreeably surprising. One bank 

(Continued on page 1077) 
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City of 
PHILADELPHIA 


[i In ‘These Areas Live 90% of The Best Individual Customers and Prospects 


Districts indicated on the map account for prac- 
tically all families in the city of Philadelphia with 
incomes of $10,000 or more. Here live the pros- 

perous, progressive families whose patronage 

means so much to any undertaking—to shops, 

because their tastes set fashion—to banks, 
because they make the most profitable use of bank facilities. 


Families such as these in every city and town in America travel extensively, and 
while they are away their affairs must be managed for them. When they are about 
to travel they are prospects for safe deposit, silver storage, securities management, 
wills and trusts. By developing A. B. A. Cheque sales you can reach this market 
at the right time—and in your own office—for they must come to the bank to buy 
their Cheques. 


The insurance features of A. B. A. Cheques appeal to people accustomed to manag- 
‘ng property—their appearance is pleasing to people of taste. And while your cus- - 
tomers are away your contact with them is maintained, for on every Cheque your 
bank’s name appears—an exclusive feature of A. B. A. Cheques. 


A-B-A CHEQUES 


CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF AMERICAN BANKERS ASSOCIATION 
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Correspondent 
Service 


developed 


| from 68 years’ 


experience 
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NORTH 
FOREMAN-STATE NATIONAL BANK LASALLE 
FOREMAN-STATE TRUST AND SAVINGS BANK | dicnneil 


CHICAGO 


RESOURCES EXCEED 200 MILLION DOLLARS 
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Fiduciary Companies Profit by 
Pulling Together 


By H. F. PELHAM 


Vice-President, Citizens and Southern National Bank, Atlanta 


President, Georgia Fiduciaries Association 


State, County and Municipal Organizations of Trust Companies 
Declared Essential to Progress and Profits. 


Effective Action Against Fee Cutting. 


In Union Lies 
Cooperation Will Aid 


in Solving the Problems of Modernizing the Fiduciary Laws. 


ORPORATE fiduciary associa- 
tions have justified themselves. 
There are good reasons for their 
organization wherever such 
grouping of interest fosters development 
of the trust idea in a community. 
Benefits accrue to the trust companies, 
in that they may proceed with greater 
confidence. Users of trust plans also 
gain in assurance that the service they 
receive is based on the latest principles 
of estate and trust administration, ap- 
plied under modernized laws by trust- 
minded officials. 


Must Be a Leader 


T the start of each movement toward 
organizing a corporate fiduciary as- 
sociation someone must take the lead. 
That person may be the representative 
of some organized body or he may be a 
trust man from the ranks who senses 
the need in his vicinity for a better un- 
derstanding among his confréres. 

In the organization of the Georgia 
Fiduciaries Association the following 
seems to have been the procedure: An 
“organization committee” was selected 
and fostered by the Atlanta Clearing- 
House Association. This committee, aided 
also by the secretary of the Georgia 
Bankers Association, directed letters to 
the trust officers throughout the state, 
outlining in a general way the purposes 
and seeking their opinions of the need 
for a state-wide association. As the re- 
sponses were encouraging, a formal call 
for an organization meeting on a given 
date was sent out by the sponsors. In the 
interim between the issuance of the call 
and the date of the meeting, the com- 
mittee extracted from constitutions and 
by-laws of various state and city or- 
ganizations of some years experience, 
the principles and rules which it was 
thought might be most workable and 
valuable to the trust fraternity of 
Georgia. Copies of these, tentatively 
drawn together, were supplied to the 
prospective attendants so that the benefit 
of preliminary thought might be given 


Organize 


OPrGAN IZE, stabilize and 
prepare for expansion 
in the volume of corporate 
trust business, says this 
trust executive. He fur- 
nishes crisp and specific 
directions for the establish- 
ment of state, or local asso- 
ciations and tells what has 
already been achieved along 
this line. With appoint- 
ments increasing 100 per 
cent in two years, he says, 
companies should use the 
benefits of cooperation. 


— 
ses 


them before the main questions were 
taken up for discussion at the first meet- 
ing. 

In calling the organization meeting to 
order the president of the Atlanta Clear- 
ing House Association stated the pur- 
poses of the meeting and the prelimin- 
ary work of the committee, which was 
then authorized to continue. Usual 
preliminary committees were appointed, 
being a nominating committee, which re- 
commended the offices and executive com- 
mittee set-up, and a resolutions commit- 
tee, which included among its resolu- 
tions as drafted the articles of the asso- 
ciation and by-laws, following closely 
the suggested articles of this nature 
previously supplied to the prospective 
members. The resolutions were adopted 
and the association launched. The pro- 
ceedings were quite informal. 
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In cases where there is no clearing- 
house or similar association to sponsor 
the movement, the same general results 
may be accomplished by a small group 
assuming the initiative (as was the case 
in forming the state association of Mich- 
igan). 

A third type of preliminary organiza- 
tion of a state-wide movement of this 
nature would be for the Vice-President 
of the Trust Company Division of the 
American Bankers Association for the 
particular state to issue the call in the 
name of the American Bankers Associa- 
tion. 

The activities assigned by the corpor- 
ate fiduciaries association of Omaha and 
Lincoln, Neb., contain a model set of 
reasons for the formation of such a body 
to which little could be added. They 
are: 

“I. To promote the general welfare and 
usefulness of trust companies and trust de- 
partments of national banks. 

“II. To secure a more wide-spread recogni- 
tion of the character and value of their 
fiduciary services. 

“III. To make more uniform and definite 
the usages, customs, fees and laws governing 
their activities. 

“IV. To secure the practical benefits to be 
derived from personal acquaintance and from 


the discussions of subjects of interest and 
importance to corporate fiduciaries.” 


Four Important Committees 


HE scheme of organization may vary 
from the most informal in character 

to one with a regular set of officers, 
committees and activities depending 
somewhat upon the size and largely upon 
the desires of the membership. Activ- 
ities of all such bodies must be by work- 
ing committees, around which must 
revolve the particular life of the organ- 
ization. Of such committees, variously 
named, the following seem to be the 
most common: 

Legislative and Legal 

Meetings and Program 

Membership and Welfare 

New Trust Departments. 
The names readily suggest the divisions 
and their activities; standardization of 
fees should be the first and probably 

(Continued on page 1084) 
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faithful friend, Robert 


1B30 — Local industry con- 


<0” centrated within the confines of a single 
community... owned and operated by a select few 
embryo-capitalists . . . trustee and beneficiary intimate 


s A Ga friends .. . the estate a partnership in the local shipyard, a few 


= shares in a trading venture, a mortgage or two, a few unsecured loans, 
the usual complement of slaves. Robert Evans, executor and trustee, had the 


time, ability and personal interest to admirably qualify for his duties. 


1930 — the merchant prince in Kansas leaves an estate involving local 
real estate, mortgages, listed securities of nationally-known corporations, 
foreign government bonds, perhaps a thousand shares in a highly-complex 
investment trust. The ramifications of this one estate may involve intimate 


knowledge of conditions within a hundred industries . . . from Topeka to Tokio. 


Much of the onerous detail of management and conservation cannot be 
avoided. Supervision of local securities and mortgages, conferences with 
beneficiaries, reports to tax authorities will always be part of the day’s 
work. But the time which the trust officer and his staff spends in in- 
vestigating and keeping contact with the constantly changing values of 
listed and other widely-distributed securities can be economized . . . 


by MOODY’S TRUST AND ESTATE SERVICE 


IN ACQUIRING, MANAGING AND 


When writing to advertisers please mention the American Bankers Association Journal 
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Evans, executor and trustee”’ 


HIS new service starts each trust off right by subjecting it to a 
thorough-going initial analysis . . . with specific suggestions 
for the retention, substitution or disposal of the various secur- 
ities contained in it. Thenceforth, it gives the trust officer a continuous 
stream of vital facts on every security in each trust listed for super- 
vision . . . as well as specific advice on the purchase or sale of securities 


in each trust, as fluctuating values dictate their acquisition or disposal. 


By economizing the trust officer’s time it frees him for the important 
duties of acquiring new business, advising beneficiaries, managing local 
properties and safeguarding the whole estate. Because it saves hours 


of time-wasting detailed work its nominal cost is saved times over. 


Write for Details today 
Full details cannot be listed on this page. But we shall be glad to 
bring a graphic presentation of the scope and operation of this new 
service to your desk. Examine it critically, ask questions, consult with 


the President of your institution and then make your own decision. 


Your letter telling us when a representative may call involves no 
obligation whatever. It may mean the complete or partial solution of 


one of your most vexing problems. 


Mioopny:s INVESTORS SERVICE 
John Moody, President 

65 BROADWAY NEW YORK CITY 

BRANCH OFFICES IN ALL PRINCIPAL CITIES 


CONSERVING TRUSTS AND ESTATES” 
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9000 cuecks an Hour... $40,000,000 « 


THE RECORD OF TODD CHECK SIGNER 
AT THE GUARANTY TRUST COMPANY 


Seconp largest bank in America, sixth largest in the world, 
the Guaranty Trust Company of New York has freed its 
officials forever from the tedious, time-wasting task of sign- 
ing checks by hand. While they devote themselves to more 
profitable duties, check signatures are affixed swiftly, effi- 
ciently and safely by a Todd Check Signer. 

Interestingly enough, although The Todd Company claims 
a rate of only 7500 checks an hour for its machine, the expert 
young lady in the illustration above maintains an average of 
9000 checks an hour! And in the course of a month, she non- 
chalantly signs checks for more than $40,000,000! 


Sheets of checks inserted in the Todd Check Signer emerge 
from the other side signed, cut and stacked in numerical order. 
The signature itself, reproduced by the offset process, is more 
difficult to counterfeit than any other known. It appears on 
an intricate background, accompanied by the photographic 
likeness of an official, building, product or trade-mark. A 


smaller model of the Check Signer, handling 1200 checks an 


Top Asove: Like a safety deposit box, the 
Todd Check Signer requires two keys. 


At Lert: The Check Signer which serves 
the Guaranty Trust Company. 


Axove: This meter records every check passing 
through the machine. 


hour, has every feature of the large machine except capacity. 
Both are electrically operated. 


The list of users of Todd Check Signers reads like a roll- 
call of notable American businesses. Your own executives 
would welcome the conservation of time and energy this 
machine makes possible. Phone the Todd Office in your city 
for an immediate demonstration, or mail the coupon directly 
to us. The Todd Company. (Est. 1899.) Protectograph 
Division. Rochester, N. Y. Sole makers of the Protectograph, 
Super-Safety Checks and Todd Greenbac Checks. 


5-30 
THE TODD COMPANY. Protectograph Division 
1176 University Avenue, Rochester, N. Y. 
Please send me complete information about the Todd Check Signer 


Name 
Address — 


Business. 


PROTECTION 
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What Spurs Commercial Paper? 


BY WILLIAM R. KUHNS 


Merchants and Manufacturers Are Returning Once More to the 
Open Market for Funds. Causes Contributing to the Decline in 
Use of Century-Old Credit Instrument Before Market Break 
Seem Temporarily in Abeyance. 


HE volume of commercial paper 

outstanding in the United States 

has swung sharply upward. A 

series of swift monthly increases 
since last September has carried the 
total to $588,000,000 at the beginning of 
April. Prior to the stock market deba- 
cle, when dealings in commercial paper 
reached the lowest level of the post-war 
period, the volume had retreated to a 
figure less than $300,000,000. The num- 
ber of firms using the open market, hav- 
ing declined from an average of 2500 to 
1600, has turned upward. Credit man- 
agers in close touch with the open mar- 
ket say that inquiries from firms have 
tripled in the last five months. 

The benefits and drawbacks of com- 
mercial paper as an investment for 
banks, the channels through which it is 
distributed, and all facts concerning its 
safety, liquidity, and stability are too 
well embedded in a century of traditions 
to need reviewing. 


Will the Rise Contine? 


HE questions that bankers are ask- 
ing is whether or not the ten-year 
decline in volume of paper before the 
market crash was the result of funda- 
mental economic changes and whether 
the recent rise is permanent or tempo- 
rary. Would a resumption of conditions 
such as preceded the market break, logi- 
cally bring a resumption of the decline 
in volume of paper? Will commercial 
paper, in other words, continue to be 
available in satisfying quantity and qual- 
ity for secondary reserve requirements? 
Why the total is rising at this time, 
how high it will go, and how bank earn- 
ings and business will be affected by the 
upward movement are questions which 
cannot be satisfactorily answered by con- 
sulting past experience alone. The grad- 
ual but persistent decline from the high 
point of approximately $1,440,000,000 in 
January, 1920, was caused, in large 
measure, by economic changes whose 
full development has come since the 
war. 


A Labyrinth of Causes 


EW methods of obtaining funds for 
seasonal uses, changes in business 
practices, making commercial paper less 
necessary, mergers of a number of po- 


Not Yet 


I? was only last summer 

when epitaphs were be- 
ing written to the open 
market for commercial pa- 
per as a national institu- 
tion of first importance. 
Perhaps they will still be 
needed, because the forces 
which cut the volume of 
outstanding paper by 80 
per cent in ten years can 
recur. Some have never 
ceased to exist. However, 
if paper fails to maintain 
its present comeback, as- 
suredly bankers and busi- 
nessmen might have reason 
to regret the loss of a tra- 
ditional link. 


tential users of the open market into a 
single corporation using the investment 
market, an increasing reliance on ac- 
ceptances, and, to a lesser extent, fluc- 
tuations in money rates, have all been 
contributory. If it were possible to se- 
lect one cause, or even two, it would be 
a fairly short step to discover whether 
the present sharp upward trend is tem- 
porary or will continue. But neither the 
causes of the decline, nor the factors in 
the current rise, are easy to isolate. 

Ever since the panic of 1907, when 
commercial paper first achieved a wide- 
spread reputation for soundness and 
safety as secondary reserve, its popu- 
larity, both as an investment and a credit 
instrument, showed reasonably steady 
and consistent progress, at least until 
1920. As recently as five years ago, it 
could be said that commercial paper per- 
formed two very important functions 
more efficiently than any other method 
of seasonal financing. These were: 

1. To supply money to industries for 
current operations. 
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Total Almost $600,000,000. 


2. To provide a safe, short-term in- 
vestment for banks in a form that would 
be self-liquidating. 


Declined from 1920 to 1929 


HE New York Federal Reserve 

Bank’s figures on the amount of 
commercial paper outstanding, as ob- 
tained from over twenty leading dealers, 
show that the volume held fairly steady 
at a billion dollars or more during 
1919 and 1920. They show that it fluc- 
tuated between $700,000,000 and $900,- 
000,000 during 1921, 1922, 1923, 1924, 
and the first part of 1925; then it 
dropped to between $500,000,000 and 
$650,000,000 for most of 1926 and 1927; 
and finally it shrunk rapidly thence- 
forth to the low of $265,000,000 in Sep- 
tember, 1929. These figures cover the 
entire country and are estimated to rep- 
resent about 90 per cent of the total 
amount of paper outstanding. 

During this ten-year period two things 
must have been happening: corporations 
and industries were finding commercial 
paper less useful as a credit instrument 
because they had discovered other ways 
to obtain similar accommodation more 
cheaply and more conveniently. Banks 
and investors, on the other hand, were 
less attracted to commercial paper be- 
cause they had discovered investments 
which appeared more profitable and ad- 
vantageous. 


Selling Stock Was One Way 


N the decade since the war yearly 

offerings of new corporate securities 
increased from $2,739,000,000 in 1920 
to $10,036,000,000 in 1929. The total of all 
capital originations, with the exception 
of foreign issues, reached approximately 
$11,500,000,000. Most of this extraordi- 
nary increase was crowded into the last 
five years. Investors were in a mood to 
buy any issue of common stock that 
appeared on the market and plead for 
more. Several large investment trusts, 
which sold their stock to the public just 
prior to the market break, had consid- 
erable difficulty forcing buyers to take 
some preferred stock along with the 
common, The public demand for com- 
mon shares, not only in large, stable and 
prosperous organizations, but also in 
small, local concerns already groggy 


af 
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with the merger movement became so 
heavy that quoted prices leaped above 
offering prices before the stock could be 
delivered to purchasers. 

Under such circumstances it was en- 
tirely reasonable to suppose that a cor- 
poration, given a choice between borrow- 
ing at relatively high rates for a short 
time from the banks, and obtaining 
money cheaply and in perpetuity through 
selling shares, would choose the latter. 


One Pocket to Another 


NSOFAR as the public sale of securi- 

ties cut down the offerings of com- 
mercial paper, it can be said, of course, 
that the banks continued to furnish 
money to industry, but did so by lend- 
ing to investors on security collateral 
instead of buying paper. The inevitable 
effect on secondary reserves was to re- 
place a large amount of self-liquidating 
assets with loans which turned out to be 
anything but self-liquidating. The late 
W. P. G. Harding, it will be recalled, 
held the view that this tendency of cor- 
porations to finance themselves through 
issuing common and preferred stocks, 
bonds and debentures, was the outstand- 
ing reason for the decline in volume of 
commercial paper held by the banks. All 
other factors, he believed, were tribu- 
tary. 

While the rise in corporate financing 
kept step with the decline in commercial 
paper volume, a comparatively new and 
powerful economic factor appeared on 
the scene in 1928 and 1929, the effect of 
which was to place a huge volume of 
temporary funds at the disposal of cer- 
tain industries without recourse to pa- 
per. Investment trusts, although an in- 
tegral part of the avalanche of pre-crash 
security offerings, can be examined 
alone, and comparison between the ris- 
ing volume of investment trust financing 
and the declining volume of commercial 
paper reveals an interesting chronolog- 
ical relationship. 

During 1924, 1925 and 1926 the 
amounts of investment trust stocks sold 
to the public were $41,000,000, $36,000,- 
000 and $40,000,000 respectively. The 
volume of commercial paper in the same 
period maintained a very gradual down- 
ward tendency which had begun in 1920 
and could be considered normal. In 1927 
trust financing jumped to $313,000,000, 
but there was no marked increased in the 
speed of this downward movement. 

In 1928, when the public enthusias- 
tically poured more than $800,000,000 
into newly formed investment trusts, 
there appeared a definite tendency of the 
volume of commercial paper to sink 
rapidly, in inverse ratio to the rising 
volume of new stock. Finally, in the first 
nine months of 1929, when a host of new 
investors, flushed with the excitement of 
paper profits, paid something over $2,- 
500,000,000 for investment trust shares, 
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the volume of outstanding paper fell 
month by month. In September alone the 
volume of new financing reached its 
maximum of $643,147,000, and it was 
during the same month that the volume 
of commercial paper touched bottom at 
less than $300,000,000. 


A Changing Epoch 


N 1912, J. Herbert Case, who was 

later to become chairman of the board 
of the New York Federal Reserve Bank, 
told a meeting of New Jersey bankers 
that “while, perhaps, no two bankers 
agree precisely on just what constitutes 
the ideal investment for any given sum, 
say $10,000,000, I am strongly of the 
opinion that the one who employs the 
major part of this in short term loans 
to our merchants and manufacturers 
upon their notes, is in a more sound and 
liquid position than the one who invests 
largely in bonds and stocks.” 

Fifteen years later, in the spring 
of 1927, Mr. Case still believed that 
commercial paper excelled in safety and 
liquidity but recognized that certain 
changes were operating to reduce its use 
permanently. His remarks at that time, 
being just before the final crescendo in 
volume of new stock offerings, throws a 
light on the rapidly changing situation 
affecting commercial paper, as _ seen 
through the eyes of one in a position to 
observe caréfully: 

“The aggregate amount of purchased 
paper outstanding has been reduced dur- 
ing the last few years by changes in 
business policy and conditions of trans- 
portation. Formerly, as a _ result of 
transportation difficulties and a greater 
disposition on the part of wholesalers, 
retailers and consumers of raw materials 
to anticipate their requirements, espe- 
cially in times of rising prices, forward 
buying of merchandise in substantial 
amounts was the regular practice. Dur- 
ing recent years, however, the general 
policy of the business community has 
been to depend for profits on the rapid 
turnover of merchandise stocks, rather 
than on price appreciation. 

“The high degree of efficiency reached 
by transportation systems of the country 
has aided factories and mercantile estab- 
lishments in buying raw materials and 
merchandise close to their requirements. 
Consequently goods have been moving 
more rapidly than ever before through 
the process of manufacture and channels 
of distribution, and the amount of funds 
needed to finance these business opera- 
tions, relative to the volume of business 
done, has diminished.” 


Factors Which Seem Permanent 


ERE, then, in these deep-rooted 
changes, are what can be called 
continuing factors—those which have op- 
erated definitely over a long period to 
reduce the supply of commercial paper 
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and will probably continue to do so. In 
contrast, the factor represented by cor- 
porate financing is fluctuating, in the 
sense that it would cease to operate 
whenever the selling of stock became 
more expensive and difficult than bor- 
rowing. 

The momentum of the merger move- 
ment shows no sign of permanent abate- 
ment. Each time two or more large con- 
cerns join forces the number of poten- 
tial users of commercial paper is re- 
duced. The larger and more widely 
known a corporation becomes, the better 
is it able to obtain what funds it needs 
directly from the public through sales 
of securities; or the better is it able to 
keep itself in seasonal funds by the 
method of accumulating cash and liquid 
security assets. The fact that it has be- 
come common practice for powerful con- 
cerns to furnish money to the call mar- 
ket, buy acceptances and in other ways 
play the role of lender instead of bor- 
rower is a sign-post that points sharply 
in one direction. , 

The mere size of business units, there- 
fore, is a factor which might become all- 
important to the future of commercial 
paper. In this connection the results of 
an authoritative nation-wide survey now 
available show that there are twenty-four 
corporations in the United States each 
with assets totalling more than $1,000,- 
000,000. At the end of last year there 
were 169 corporations which reported 
net profits exceeding $10,000,000. This 
was twenty-seven more than in 1928, 
when 142 corporations reported profits 
of $10,000,000 or more. In 1924 only 
seventy-five companies were in that class. 
Much of this increase occurred because 
of mergers, of course, but the results are 
the same, as far as prospective offerings 
of commercial paper are concerned. 


More Acceptances Used 


HE increasing use of acceptances has 
had a definite and easily traceable 
effect on volume of commercial paper. 
Step by step acceptances have come to 
cover wider transactions in commodities 
and the transportation of goods. Much 
of this growth has resulted from expan- 
sion in foreign trade, but a large share 
unquestionably represents a definite ten- 
dency to supplant commercial paper for 
certain purposes in domestic trade. It is 
possible to foresee how, with a wider 
acquaintanceship with acceptances, on 
the part of industries and banks, this 
tendency will continue. 
The fluctuating level of money rates 


‘ since 1919 would seem to have been a 


minor factor in determining the extent 
to which commercial paper was being 
used. It was in the middle of 1920, for 
instance, when rates were hovering 
around 8 per cent, that the buying and 
selling of commercial paper reached its 
(Continued on page 1090) 
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“Open 
for business’”’ 


= 


NINE O’CLOCK. Banking time. The shades go up. Bank clerks in their cages . . . their allot- 
ment of greenbacks and silver counted out. This could never be if one certain employee 
were late to work . . . the vault door. If he chose to be stubborn and late, all the workings of 
the bank would be off schedule. * * The time lock of a Diebold Vault Door is as accurate and 
precise as the great door itself. * * Reliability as well as security is part and parcel of a Diebold. 


Wherever the vault door is a Diebold, that bank will be ““open for business”’ promptly at nine. 


Inspection service for all installations. . . . Vault doors equipped with Timken tapered roller bearings 


SAFE AND LOCK COMPANY 


A N T N H 4 ay 


SEVENTY YEARS 0 F BAN K SERVICE 
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Checks Approved in Writing 


... ln Seconds 


ELLERS do better work and build more good 

will when linked to distant bank departments 
with Lamson Baby Tubes. Questionable checks 
presented for cashing can be literally “shot” to the 
bookkeepers, approved in writing and returned to 
the tellers in only a few seconds. 


There is no time lost in transcribing infor- 
TELLER mation. No waiting for replies. Bookkeepers are 
not asked to approve blindly something they can- 
not see and examine. The check itself is brought 
to them for written approval. 


Lamson Pneumatic Tubes are mechanical 
messengers which carry memorandums, checks 
and papers in a quiet, rhythmic stream between the 
contact men and remote departments. They are 
easily installed and their cost is slight when com- 
pared with the work they do. 


Would you like to know what Baby Tubes, 
a pneumatic tube system specially designed for 
banks, can do for you? An experienced Lam- 
son representative will gladly study your prob- 
lem and submit recommendations—without 


ot cost or obligation. 
TO BOOKKEEPING DEPARTMENT 


with express-train speed. The Lamson Company - Syracuse, New York 
Offices in Principal Cities 


LAMSON PNEUMATICitses 
Put Your Bookkeepers at Your Teller’s Elbow 


When writing to advertisers please mention the American Bankers Association Journal 
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Watching the Parade of 
Small Borrowers 


By HOWARD WRIGHT HAINES 


Vice-President, First State Bank, Kansas City, Kansas 


Character of American Salary Earners Is Generally Excellent 
Security for Personal Loans. One Executive Decides to Open 
a Department for Such Business After Viewing One-day Exhibit 
of Applicants. Foresees Development of New, Profitable Field. 


HAT kind of people will 
a small loan department 
bring to our bank?” 

Mr. Wayte Whitley, 
president of the First National of “Your- 
town,” had come 1000 miles to ask that 
question and to spend a day or two 
“learning the ropes” of a personal loan 
department. 

“Let’s try an experiment,” I suggested. 
“Suppose you talk to our applicants this 
morning. The result should be a very 
definite answer to your question.” 

“Good,” he chuckled. Then his shrewd 
eyes narrowed. “But I’ll need you for 
a while until I get the hang of things.” 
His usual smile came back when I 
agreed. “Really,” he laughed, “this is 
going to be a picnic, although I may pull 
some bones before the day’s over.” 

“Don’t worry,” I answered. “Here is 
a gentleman now. I’ll talk to him and 
you may have the next one.” 


Temporarily Embarrassed 


HE gentleman who stood waiting 

was indeed a gentleman. Every- 
thing about his attire was just so, from 
carefully placed derby to brown spats 
and cane. He presented his card. It 
said in engraved letters: 


J. EMERSON DRURY 
Attorney-at-law 


418 Long Bldg. Kansas City. 


“Glad to know you, Mr. Drury. Come 
around and have a chair.” 

“Thanks.” Then leaning close in a 
lower tone he said: “I’m temporarily 
embarrassed. The fact is, I’ve just been 
appointed executor of a large estate, 
which is somewhat scattered. I’m going 
to need $300 for traveling expenses 
within a few days.” 

“Fine, Mr. Drury. Here is a note 
and three information cards. Please fill 
out one of the cards yourself and have 
your two co-signers execute the others. 
When you return the note and cards we 
will approve your loan and advise you 
promptly.” 


A Moving Picture 


A TIME saving sugges- 

tion for simplified 
blanks to be used by appli- 
cants for small loans is ad- 
vanced here by Mr. Haines 
in an article that can right- 
ly be called a moving pic- 
ture of profits in a personal 
loan department. Actual 
demonstration showed that 
twenty-four out of thirty 
applications in one day 
were approved. Here, then, 
is “photographic” proof 
that lending modest sums 
on character attracts, not 
an undesirable class of bor- 
rowers but quite the con- 
trary. 


“Well,” said Mr. Whitley, when the 
attorney had left, “he looks like a very 
responsible man.” 

“Correct. He has been practicing law 
for fifteen years—makes $10,000 a year 
—but like many others, he gets tempo- 
rarily embarrassed. In fact, it is so 
embarrassing that he would not have 
his friends and clients know about it at 
all. That is one of the beauties of the 
small loan departments growing up 
in our banks. There is attracted to us 
a high calibre class of citizen—people 
with pride who do not wish to be seen 
in the office of loan agencies. They will 
come to a bank, and that is the reason 
most of our notes are excellent and give 
us very little trouble in collecting.” 

“In other words,” replied Mr. Whitley, 
“in every community there are always 
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many first-class individuals, who through 
their own fault or by accident, need 
money in small amounts. They are the 
ones who do business with a small loan 
department.” 

“Yes, small borrowers fall into three 
classes: Those who borrow for invest- 
ment; those who are forced to liquidate 
unavoidable debts; and those who 
through poor management become 
chronic and make a game of borrowing. 
Naturally, we try to loan only to the 
first two classes. We check all applica- 
tions carefully to determine whether a 
borrower is getting ahead, standing still, 
or losing ground financially. He must 
come in one of these classifications.” 


A Stenographer Came In 


YOUNG lady stood waiting—a 

pleasant girl of eighteen, neatly 
dressed. “I want to arrange to get 
$100,” she said. 

“Are you employed on a salary?” 

“Yes, sir, I am a stenographer for the 
A. R. King Wholesale Company. I have 
been there three years.” 

“She looks like another good loan to 
me,” surmised Mr. Whitley, after the 
young woman had left with her blanks, 
“especially, if she gets two good signers. 
By the way, what is the idea of giving 
them the three cards instead of a long 
application blank?” 

“Another little invention of ours. We 
formerly used the long sheet of ques- 
tions, which we required to be filled out 
regarding the borrower and indorsers. 
But it had its disadvantages. First, it 
was long and looked complicated to bor- 
rowers. The simpler you can make 
things for small borrowers the better. 
Second, we want a card file on all bor- 
rowers and indorsers and we formerly 
had to make the cards out after each 
loan was approved. Now we give the 
cards to the borrower and let him make 
them out for us. When the cards come 
back both the borrower and the signers 
have put their signatures on them. We 


(Continued on page 1094) 
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Adding-subtracting machine illus- 
trated, $175, delivered U.S.A.; $205 
in Canada. Other electrics as low as 
$130; hand models as low as $80. 


KED BQURROUDHS FER VILE 


When writing to advertisers please mention the American Bankers Association Journal 


1050 
> SE 
1.0.64. 
i 
‘ 
j 


May, 1930 AMERICAN BANKERS ASSOCIATION JOURNAL 1051 


ortable 


Burroughs now adds a complete line 


of electrically operated Portables 
to its present popular line of hand 


operated Portables. 


An electric motor, built directly 
into the mechanism, provides the 
greater speed and ease of electrical 
operation without sacrificing any of 
the compactness that makes the 
Burroughs Portable Machine so 
convenient for desk or teller’s cage. 


For a demonstration 
of an Electric Portable—or any 
other Portable—call the local 
Burroughs office or write. 


BURROUGHS ADDING MACHINE COMPANY 


6302 Second Boulevard, Detroit, Michigan Light in weight—easy to 


carry from desk to desk 


When writing to advertisers please mention the American Bankers Association Journal 
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GENERAL FOODS CORPORATION 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1929 


ASSETS 
CURRENT ASSETS: 
Cash on hand, in transit and in banks.. $4,899,674.82 
Call loans 2,000,000.00 
Marketable securities, at cost, and ac- 
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LIABILITIES 


CURRENT LIABILITIES: 


Acceptances payable, against coffee, etc. 


Accounts payable 
Accrued accounts 


crued interest 


2,289,259.05 


$4,271,693.37 
2,097,040.23 
1,472,616.60 
2,455,224.59 


Accounts and notes receivable: 
Customers (less reserve 
of $148,845.16).... $5,984,973.48 
Miscellaneous, includ- 
ing deposits and 
working funds 1,151,565.37 
Due from officers and 
employees 411,944.11 
Notes receivable .... 110,361.85 
7,658,844.81 
Inventories of raw materials, finished 
and semi-finished stock and supplies, 
at cost or market, whichever is lower. 20,161,047.88 
$37,008 826.56 
INVESTMENT IN COMMON STOCK 
OF GENERAL FOODS CORPORA- 
TION, at cost (69,215 shares) 4,144,517.55 
INVESTMENT IN AND ADVANCES 
TO FROSTED FOODS, INC.: 
Investment (51% of capital stock) at 
proportionate share of tangible assets 
at date of acquisition $1,485,492.69 
366,654.65 
1,852,147.34 
Orner INVESTMENTS AND ADVANCES: 
Stocks and bonds at cost..... waseecs $175,247.96 
Long term notes receivable 179,100.00 
Land contracts receivable (in respect of 
houses sold) 40,792.52 
Advances under operating agreements, etc. 1,765,780.71 


PROPERTY ACCOUNT: 
Land, factory sites, etc. .............. $4,318,413.15 
Buildings, docks, etc... .$12,686,891.53 
Machinery, equipment, 
motor trucks, vessels, 
etc., including con- 
struction work in prog- 
ress and payments on 
uncompleted construc- 


2,160,921.19 


18,473,075.01 


$31,159,966.54 
Less: Reserve for depre- 
ciation 11,635,945.97 19,524,020.57 
3 842,433.72 
TRADE-MARKS, PATENTS AND GOOD-WILL. . 1, 
Note: The trade-marks, patents and 
good-will, carried upon the books at 
a substantial amount, are for the pur- 
pose of the published accounts taken 
at the value of $1.00. 
DererreD CHARGES TO OPERATIONS: 
Prepaid advertising expenses and supplies $974,758.45 
Prepaid insurance premiums and other 
expenses 520,176.20 
1,494,934.65 


$70,503,782.01 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
For the Year Ending December 31, 1929 


NOT INCLUDING PROFITS PRIOR TO DATE OF ACQUISITION OF SUBSIDIARY 
COMPANIES ACQUIRED DURING THE YEAR 


Sales to customers. ... $128,036,791.50 
Cost of sales including manufacturing expenses 71,693 ,241.45 
Gross profit $56,343,550.05 
Add: Miscellaneous income ; 1,635,242.26 
Gross profit and miscellaneous income $57,978,792.31 
Selling, distributing, administrative and general expenses 36,268,869.58 
Balance $21,709,922.73 
Provision for income taxes: 
Federal . o$2,241,341.92 
Canadian 29,662.21 
English 
Philippine Islands ..... 
2,287,608.83 


Net profit carried to surplus account...... $19,422 ,313.90 


$10,296,574.79 
Employers’ PAYMENTS ON SUBSCRIPTIONS 
To CapITaL Stock 216,204.91 


RESERVE FOR FLUCTUATION OF VALUE OF 
MARKETABLE SECURITIES 430,000.00 


CapitaL Stock or RiIcHARD HELLMANN, 
Inc., Not Yet PRESENTED FoR E 
CHANGE OR CONVERSION 33,531.13 

CAPITAL STOCK AND SURPLUS: 
Common stock: 

Authorized—6,000,000 
shares of no par value 
Issued— 
Held in treasury and 
for conversion... 75,803 shares 
In hands of public. 5,274,527 shares 
(Including 95,000 
shares held by sub- 
sidiary under con- 
tract to be ex- 
changed foritsClass 


5,350,330 shares $57,211,556.69 
Less: 6,588 shares held for conver- 
sion of Class “‘A” stock of sub- 
sidiary issued or to be issued in 
satisfaction of subscription war- 
rants* 243,756.00 


$56,967 ,800.69 
Deduct: Excess of purchase price 
of investment over proportionate 
share of tangible assets of Frosted 
Foods, I 9,264,507.31 


$47,703,293.38 
Current surplus, as per statement attached 11,824,177.80 
527.471.18 
“Note: On December 31, 1929, there 
were outstanding warrants entitling 
the holders to subscribe to 2,876 shares 
Class ‘‘A’’ stock of Richard Hellmann, 
Inc.,-at $74.00 per share on or before 
August 1, 1930. 


$70,503,782.01 


CONSOLIDATED STATEMENT OF SURPLUS 
For the Year Ending December 31, 1929 


Balance at January 1, 1929........ eee  $9,293,342.04 
Add: 
Refunds of Federal taxes of prior years 392,555.69 
Net profit for year ending December 31, 1929, as per , 
consolidated statement of profit and loss 19,422,313.90 


$29,108,211.63 


Deduct: 

Dividends paid on stock in hands of 
public $14,878,230.50 

Good-will of subsidiary companies ac- 

quired during year written off to 
surplus 1,975,803.33 

Reserve for fluctuation of value of mar- 
ketable securities 430;000.00 


Surplus at December 31, 1929, per consolidated balance 
$11,824,177.80 


COMBINED STATEMENT OF PROFIT AND LOSS 
For the Year Ending December 31, 1929 
INCLUDING PROFITS PRIOR TO DATE OF ACQUISITION OF SUBSIDIARY COMPANIES ACQUIRED DURING THE YEAR 
Combined profits and income for the year after deducting manufacturing, selling, administrative and general expenses, but before pro- 


Deduct: Provision for income taxes 


2,424,191.67 


Combined mot profit for the Fear... 


(Auditor’s Certificate by Price, WATERHOUSE & Co.) ° 
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Free Gold and the Federal 


Reserve 


By GEORGE E. ANDERSON 


Various Proposals for Making More Useful the Unnecessary 


Surplus of Greatest Stock of Yellow Metal Ever Accumulated by 


Any Nation. 


HE stocks of gold in the United 

States, aggregating $4,292,678,- 

715, according to the statement of 

the Federal Treasury issued as of 
Jan. 31, continue to constitute the largest 
amount of the yellow metal ever accumu- 
lated by any nation. 

The charge has been made frequently 
in the past few years by economists, 
especially European economists, that 
these stocks are not being used to the 
best advantage for the benefit of the 
world generally and Europe in particular. 
In view of the increasing danger of a 
shortage of a supply of gold for world 
purposes these charges cannot be lightly 
dismissed. There is also an increasing 
disposition on the part of many financial 
writers in the United States to insist that 
better use be made of American gold 
stocks not only for the benefit of the 
world but also for the immediate benefit 
of the United States itself. More par- 
ticularly there has been increasing pres- 
sure in the past few months upon the 
Government and the Federal Reserve 
System to make more active use of this 
stock of gold in foreign money markets 
both as a means of relieving pressing 
needs of other nations and as a means of 
producing revenue. There is also a reali- 
zation on the part of Federal reserve au- 
thorities and bankers generally that the 
Federal Reserve System must be made 
more attractive to member banks if the 
latter are to continue their membership 
in and support of the system (not to men- 
tion the desirability of increasing this 
membership so far as may be possible), 
and there seems to be a general idea that 
this improvement in the Federal reserve 
can be brought about by better use of 
gold stocks. 


The Advocates of Shipment 


N the matter of making better use of 

gold stocks one school of thought has 
advocated the shipment of a considerable 
amount of this gold abroad, where it can 
be placed in active use in short term in- 
vestments, always being within reach of 
the United States on short notice, but at 


the same time earning revenue in the 
manner adopted by France in using 
something like a billion dollars of its 
gold reserve in short term investments 
abroad, mostly in the United States. It 
is also contended that the placing of a 
material portion of American free gold 
abroad, especially in Great Britain, 
would so relieve the pressure upon the 
European situation as to improve Euro- 
pean business to the benefit of the ex- 
port trade of the United States. What- 
ever may be the merit in these conten- 
tions it appears that there is at least a 
considerable sum of free gold in the 
United States which is not being used to 
full advantage. But whether it can be 
used in Europe or other countries under 
present conditions is a different matter. 

Free gold in the United States is sim- 
ply that gold held by the Federal Reserve 
System over and above the amount re- 
quired by law for its various reserves 
and other purposes of its business. It 
not only varies from day to day, but also 
varies in the matter of what may be 
considered free gold. The chief variant 
is in the amount of gold required by the 
banks to support the Federal reserve 
notes. Under the law the reserve for 
the support of these notes must be a 
dollar for dollar reserve, but a minimum 
of 40 per cent may be gold and the rest 
may be commercial paper eligible for dis- 
count for such purpose under the law 
and the rules of the Federal Reserve 
Board. 


The Amount of Free Gold 


HE statement of condition of the 

Federal reserve banks as of March 12 
shows that on that date there were out- 
standing Federal reserve notes to the 
amount of $2,003,843,000, of which only 
$1,609,006,000 were in actual circulation. 
The rest, or approximately $400,000,000 
were in the course of issue, but the whole 
amount must be covered by gold or 
eligible paper. The banks held on that 
date bills discounted to the value of 
$266,338,000, and bills bought in the open 
market to the amount of $256,538,000— 
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Excess Free to Move Provided Buyers May Be 
Found. International Balances a Factor in Keeping Gold Here. 


a total bill account of $522,876,000. As 
a matter of fact all this paper is not 
eligible as reserve for notes; some of it 
is too long; some, like Intermediate 
Credit Bank paper, does not come within 
the eligibility rule. Assuming that all 
of it is eligible, however, the balance of 
the note issue to be covered by gold is 
$1,480,967,000. The Federal reserve 
banks also must carry 35 per cent of 
their deposits as a reserve against de- 
posits. The deposits on that day 
amounted to $2,381,441,000 and the 35 
per cent reserve was $833,504,350, of 
which $183,703,000 was non-gold reserve, 
the balance of $649,801,350 being carried 
in gold. The banks also are required to 
carry a redemption fund for their notes 
to cover possible losses in the commer- 
cial paper, and this fund on March 12 
was $53,766,000. The banks’ total gold 
reserves on the date of this report 
amounted to $3,039,159,000. The bal- 
ance of gold holdings, therefore, may be 
struck as follows: 
$649,801,000 
53,766,000 
1,480,967,000 


$2,184,534,000 
854,625,000 


$3,039,159,000 


Banks Using More Than 
Necessary 


Gold reserve against deposits. . 

Redemption fund 

Gold as collateral against Fed- 
eral reserve notes.......... 


“Free gold” 


N the face of these returns it is evi- 

dent that the banks are using much 
more gold than is necessary. The fact 
that the reserve for the Federal reserve 
notes consists of 74 per cent gold and 
26 per cent commercial paper rather than 
the 40 per cent gold and 60 per cent paper 
contemplated as a possible balance under 
the law strikes the observer as a waste of 
good yellow metal. It is also disconcert- 
ing to note that 78 per cent of the re- 
serves for deposits consist of gold, 
whereas any other money—silver, paper 
or what not—would answer the purpose. 
The fact remains, however, that these re- 
serves are required under the law and 
gold flows into them for the simple rea- 
son that it is convenient for the banks 
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that it do so and because there is no 
other demand for the gold—in the United 
States or elsewhere — to attract it into 
other funds. This latter fact, that in 
spite of all the discussion and all the ap- 
parent need of gold in other countries 
there is not in fact any demand strong 
enough to move this American gold from 
American bank reserves, is the core of 
the entire situation. 

There are other stocks of gold in the 
United States, but in general they are 
not subject to international movement, 
although there is essentially no real rea- 
son why some of such stocks could not 
be moved if there was occasion therefor. 
The Treasury of the United States on 
Jan. 31 held $1,226,472,439 — the exact 
amount of gold certificates outstanding— 
as “Against Gold and Silver Certificates 
and Treasury Notes of 1890,” thus quiet- 
ly indicating, among other things, that in 
final analysis the $539,960,344 in silver 
dollars in the Treasury as the basis of 
the silver certificates or in circulation, 
have practically no support other than 
the faith and credit of the United States 
and are redeemable in gold. It also held 
$156,039,088 as a reserve as “Against 
United States Notes (amounting to 
$346,681,016) and Treasury Notes of 
1890”—the minimum reserve on this ac- 
count and certainly not much of a re- 
serve against the large total of this 
fiduciary currency. It also held on Jan. 
31, $64,650,909 in gold currency—a cash 
balance in gold which could hardly be re- 
duced with safety. There was also in 
general circulation in the country on 
Jan. 31—practically stocks of gold in 
banks not in the reserve system—a total 
of $371,457,011. Undoubtedly in case of 
need much of this gold could be drawn 
upon, but in normal time it can hardly 
be considered an excessive gold propor- 
tion of the four and a half billion dol- 
lars in money in circulation or held in 
banks other than member banks of the 
Federal Reserve System. 


Controlled by the Federal 
Reserve 


HATEVER of “free gold” or ex- 

cess of gold stocks there are in the 
United States, therefore, are in the re- 
serves of the Federal Reserve System 
and are in the control of that system. 
They are subject to the ordinary flow of 
funds in general banking business. That 
there is much more gold in the system 
than is required even under present laws 
governing the currency is evident. The 
present excess is more than $800,000,000, 
but by increasing the proportion of eligi- 
ble paper in the reserve for Federal re- 
serve notes or permitting other securi- 
ties to be used in such reserves and by in- 
creasing the amount of general currency, 
as differentiated from gold, in the deposit 
reserves, this excess could be increased 
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to over $2,000,000,000. There are sev- 
eral reasons why such increase does 
not take place. First of all there is no 
such demand for gold, in the United 
States or elsewhere, as to render any 
such change necessary. or advisable. In 
the second place any such change in the 
location of gold stocks involves an in- 
crease in the volume of eligible bills 
placed with the reserve banks or pur- 
chases of open market bills by the bank 
and more or less expansion of credit, 
while in the third place it involves a 
change in the functions of the Federal 
reserve bank. 


Excess Is Free to Move 


HERE is a disposition in some quar- 
ters to regard this gold as tied up, 
fixed in the United States by law, held 
there by currency requirements. That 
more gold is held for currency purposes 
than is necessary is probably true, but 
the immense balance now held over and 
above the requirements for the currency 
and reserves is free. It can be shipped 
to the uttermost ends of the earth on the 
next outgoing steamer provided buyers 
can be found for it at world prices. 
Present gold stocks in the United 
States remain in the United States be- 
cause: 1. The trend of international bal- 
ances is in favor of the United States; 
and, 2. Foreign interests in a position to 
command any portion of this gold find it 
profitable to keep gold in the United 
States as the world’s chief banker. 


Foreigners Able to Take Some 
Abroad 


HE annual survey of the Finance 

and Investment Division of the Bu- 
reau of Foreign and Domestic Commerce 
in Washington indicates that on the 31st 
of last December foreign interests held 
in the United States a total of $3,087,- 
281,000 in deposits in American banks or 
in short term investments in this coun- 
try, including $1,652,858,000 deposits in 
banks, as compared with $1,483,847,000 
of such deposits or short term invest- 
ments by Americans abroad. The net 
holdings against the United States 
amounted to $1,603,434,000. With such 
cash holdings against the United States 
it may be questioned seriously whether 
the United States may consider itself as 
having control of as much free gold as 
the stocks in various banks and the Fed- 
eral Reserve System might indicate. 

At all events, foreigners are in a posi- 
tion to take a considerable portion of it 
abroad any time they find it necessary or 
advisable to do so. For example, the Fed- 
eral reserve statement of March 12 indi- 
cates that on that date the reserve banks 
held considerable funds in foreign accept- 
ances. There is no reason why sellers of 
this paper should not have demanded 
gold therefor and shipped it to the coun- 
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tries whence the paper came. The fact 
that they have not done so and probably 
will not do so merely indicates that they 
find better use for their balances on this 
side of the ocean than for gold on the 
other side. They cannot have large bal- 
ances here and large gold stocks there 
until and unless their international bal- 
ances provide the means as has already 
been done in the case of France. 


Cannot Control American 
Stocks 


OREOVER, it is evident that any 

effort to place this free gold in for- 
eign money markets through ordinary 
banking channels will reduce the whole 
proposition to one of general credit con- 
ditions in the United States, for under 
such circumstances it would be impossi- 
ble to separate domestic and foreign 
credits. In realization of this fact the 
proponents of the gold export idea pro- 
pose that the Federal Reserve Board 
shall bodily export the proportion of the 
free gold stock to be devoted to this pur- 
pose and hold it in foreign markets for 
employment in special credits limited to 
non-competitive uses abroad. It is diffi- 
cult to perceive wherein this would re- 
lieve those interests abroad which are in 
need of more gold. Such gold exports 
from the United States so held abroad 
would remain subject to the call of the 
United States. Any credit expansion or 
currency stability based upon them would 
be subject to the control of the United 
States. In short, the stocks would re- 
main American gold. Placing them 
abroad would amount to no more than 
American short term investments abroad 
and the gold, if left free in foreign mar- 
kets, would probably promptly flow back 
to the United States. 

What is needed abroad is not so much 
physical presence of gold as the power to 
control gold. Gold now held in the United 
States, earmarked or otherwise, at the 
behest and control of foreign powers is 
counted by them as a part of their actual 
gold reserves. They could not safely 
count upon American stocks held abroad 
for such reserves unless they were in a 
position to control them, which they are 
not. They could control such gold only 
by buying it. This they are at liberty to 
do at the present time without any com- 
plications involved in such a change in 
the policy and practice of the Federal 
Reserve Board as is now proposed. The 
matter sifts itself down to the proposi- 
tion that if other countries need gold now 
held in the United States badly enough 
and have the necessary credit they can 
buy it. The fact of the matter is that 
they do not need it badly enough. The 
great and apparently unemployed Ameri- 
can stocks of gold are not the only stocks 
upon which the world can draw. 

(Continued on page 1086) 
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MONROE CALCULATING MACHINE COMPANY INC:-ORANGE- NEWJERSEY 


Interest 


is it earned— 


by ALL customers’ accounts 


which carry large balances ? 


Analysis of 
all your customers’ accounts 


requires accurate, definite fig- 
ures on actual average float— 
average ledger balance — true 
overdrafts—reserve exemption— 
and unit handling costs. 
Accurate facts enable a 
banker then to determine be- 
tween the profitable and un- 
profitable depositor account— 
often turning the unprofitable 
accounts into profitable ones. 
The additional costs of 
securing accurate facts for Indiv- 
idual Account Analysis are often 


paid for directly from interest 


Savings which are now being 
credited unjustly to unprofitable 
accounts. 

An effective method of de- 
termining accurate facts for In- 
dividual Account Analysis is 
described in our Booklet 665-A 
which we will be happy to send 


you on request. 


When writing to advertisers please mention the American Bankers Association Jouraal 
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THIS EQUIPMENT REDUCED 
THE PAYROLL 


66 The Shaw-Walker “Unit Plant” equipment eliminated 
from the pay-roll Three Clerks, Two Proof Clerks, 
and One Analysis Clerk. It has also saved us a lot of 
floor space, and speeded up the work with such remark- 
able efficiency that we rarely work after hours now.?? 


HE “Unit Plant” idea, consisting as it does 
of a bookkeeping desk, machine (of several 
different models), posting tray and base, and 
operator’s chair, can be applied to any bank’s 
commercial department regardless of its routine. 


There is no expense or obligation in having 
an analysis made of your commercial department 


OTHER SHAW-WALKER 
EQUIPMENT: 


Insulated Ledger Desks 
Insulated Filing Cabinets 
Filing Cabinets 
Check-O-Matics 
Check Sorting Racks 
Ledger Equipment 
Forms for All Records 
Posting Trays 
Trucks of All Kinds 
And all necessary equipment 
for all bank systems 


set-up and operation to discover whether the 
Shaw-Walker “Unit Plant” can effect a saving 
for you. 


Just pin the little reminder in the lower right- 
hand corner to your letter-head. It will bring 
you information as to how other banks have cut 
their operating costs. 


e 

Built Like a 
” 
Skyscraper We are interested in dis- 
covering whether or not a 
savings can be effected in 
our commercial bookkeeping 
department. Send us your 
booklet describing the “Unit 
Plant” idea. When a spe- 
cialist is available we shall 
be glad to talk with him, 
with the understanding that 

no obligation is incurred. 
Address: Shaw-Walker, Bank 

Dept., Muskegon, Mich. 
ABAJ-5-30 


IALKER 


SS” 
Special Bank Representatives In All-Principal Cities 


writing to advertisers please mention the American Bankers Association Journal 


May, 1930 


| 
' 
| 
| 
HA 
When 


Holding the Bag of Silver 


By A. G. EVERETT 


Decline in Price of White Metal in World Markets Has Reduced 


the Intrinsic Value of Monetary Silver in the United States by 


Approximately $80,000,000 in a Year. 
Primary Currency is Passing. Treasury’s Stock Only an Incubus. 


HE debacle in silver which has 
been in the course of preparation 
for the past fifty years or so in 
general, and in the past four 

years in particular and which reached 
its nadir in the last few weeks has final- 
ly brought about a general acceptance 
of the idea that as a primary money the 
white metal has passed from the world’s 
stage. 

The only countries in the world still 
clinging to a silver standard or to a 
bimetallic standard for their currencies 
are China, Persia and Abyssinia. Early 
in January the Chinese Government an- 
nounced that after the first of February 
its customs duties would be collected in 
gold or rather gold exchange and for 
that purpose it established a new gold 
unit, valued at forty American cents. 
This new unit is to be the basis of the 
gold standard for Chinese currency 
which has been recommended by the 
Kemmerer commission. 


Silver Proves Unsound 


N Jan. 31 the Persian Government 
prohibited the further importation 
of silver into that country with a view of 
maintaining the value of its silver cur- 
rency by limiting the amount in circula- 
tion until the government should be in 
a position to establish a new system. 
Abyssinia depends for its currency upon 
the Maria Theresa dollar, coined in other 
countries and imported as trade has de- 
manded. Abyssinia, too, is considering 
the establishment of a currency of its 
own based upon the gold standard when 
it is in a position to make the change. 
With the clearing away of the finan- 
cial wreckage caused by the latest disas- 
ter in silver has come a realization that 
several nations have been left “holding 
the bag.” Chief among these is India; 
next to India is the United States. 
India, however, has long been struggling 
with its silver problem. 

In recent years India and China to- 
gether have consumed nearly nine-tenths 
of the world production of silver. With 
a more or less stable production around 
256,000,000 ounces of the metal, India’s 
refusal in the past year to take its usual 
amount of silver for private trade to- 
gether with the threat of further sales 
of silver by the Indian Government pre- 
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A Costly Legacy 


“A on the log” is 
what Mr. Everett 
calls monetary silver in 
any gold standard country. 
He traces direct and in- 
direct losses amounting 
to hundreds of millions 
throughout the world to 
the fundamental lack of 
stability in the value of 
silver. One striking view 
advanced in this article is 
that the hands of the Gov- 
ernment are tied. The 
treasury recognizes the 
burden but is unable to 
cast it off. 
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cipitated the fall. This occurred in spite 
of the fact that China has been taking 
much more silver than usual, which 
merely postponed the inevitable result 
of the Indian policy. 


India the Chief Sufferer 


HILE India is the chief cause of 
this final collapse in silver which 
has been so long coming, it is also the 
chief victim of the decline. At present 
India is estimated to be holding about 
one-third of all the silver in the world. 
No one knows what the silver holdings 
of the Indian people are, but whatever 
they are their value has been reduced 
by one-fourth in the decline in the price 
of silver between January, 1929, and 
January, 1930. 
The present silver circulation and re- 
serves in India are estimated in the 


report of the Director of the Mint of 
the United States at the equivalent of 
$1,732,770,000 or upwards of 4,800,000,- 
000 rupees at the present pegged ex- 
change. 


The loss in the value of this 
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Silver’s Usefulness as 


mass of silver in the past year has been 
the equivalent of about $400,000,000. It 
is a loss which must be borne by some- 
body and it may be relied upon that it 
will not be entirely borne by the Indian 
Government. However, the government 
itself has naturally suffered. The pres- 
ent silver reserve in the Indian treasury 
is something like 450,000,000 ounces. On 
Jan. 10, 1929, this amount of silver was 
worth $257,625,000. On Jan. 8, 1930, 
it was worth only $197,037,500—if it 
could have been sold which it could not 
be. The nominal loss was $60,587,500. 


Shock Less Severe Elsewhere 


F course all countries with silver 

coinage have met with similar 
losses in the shrinkage in the value of 
the silver, but in most cases the loss is 
in the intrinsic value of the subsidiary 
circulation rather than in any direct loss 
to the treasury. A national treasury 
in such a case is merely circulating a 
medium with less intrinsic value than it 
had formerly—in other words the na- 
tional treasury is in reality borrowing 
more from its people in issuing at stand- 
ard value a currency which in most cases 
is token coinage with its intrinsic value 
much less than the standard or face 
value. In some cases, however, nations 
have been nipped in the loss in value of 
their metallic reserves for paper money 
in which silver money has played a part. 
Spain, for example, in its central bank 
had a silver reserve of 652,000,000 
pesetas at last accounts—the equivalent 
of about 104,000,000 ounces of silver on 
whose bullion value the loss during the 
past year was well over $10,000,000. 
Several British colonies in the Far East 
and in Africa where silver is largely 
used as currency by the native peoples 
have lost heavily as compared with their 
resources. Losses in the intrinsic value 
of subsidiary currencies have been heavy 
everywhere — something like $34,000,000 
in Great Britain, $17,000,000 in Ger- 
many, $21,000,000 in Japan, $16,000,000 
in the Dutch East India and so on. But 
the banner loss from sheer uselessness 
has been in the United States. 

The American people have not only 
lost heavily in the intrinsic value of 
their subsidiary currency, as have other 

(Continued on page 1088) 
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Adventures in Government 


Banking 


By W. A. MCKAGUE 


Commercial and Financial News, Toronto 


Deposits in Dominion, Provincial and Post Office Banks in 
Canada Reached Peak of $62,000,000 in 1908. Since Then They 
Have Barely Changed. Post Office Savings Dropped Despite 
Guarantee. Chartered Banks’ Deposits are now $1,434,305,212. 


HAT the name and the backing 

of the government has no magic 

charm in the building of bank de- 

posits, is clear from results of 
several experiments in government bank- 
ing in Canada. Alongside the complete 
banking services offered by the chartered 
banks, the government institutions have 
had but slight growth. 

Canada, of course, is not so far ad- 
vanced in socialism as to attempt com- 
mercial banking as a government service. 
The money raised has been used for gen- 
eral government purposes, or for farm 
loans in particular. The British Colum- 
bian government just after the war, tried 
financing of small manufacturers, but 
that experiment was short-lived and 
costly. Lending to farmers of course 
overlaps on the functions of the banks 
and other savings institutions, but in this 
field Canada has done no more than fol- 
low the precedent of larger and older 
countries. In the raising of money from 
public deposits, however, several of the 
provincial governments in Canada have 
broken new ground, and their efforts have 
been quite aggressive. 


Began a Decade Ago 


T was from 1920 to 1922, in the period 
I of money scarcity followed by busi- 
ness collapse and extreme depression in 
agriculture, that two of the provinces 
ventured into the field of rural credits 
and at the same time solicited savings de- 
posits as a means of providing the funds. 
In another form, however, acceptance of 
savings is as old as the Dominion itself. 
Through its Post Office Department, and 
also through a number of Dominion gov- 
ernment savings banks, the federal au- 
thority has raised money for general pur- 
poses. 

Under the British North America Act 
passed by the parliament of Great Brit- 
ain in 1867, which Act is Canada’s con- 
stitution insofar as that constitution is 
written, control of banking is assigned 
exclusively to the central government. 
The chartered banks of the Dominion, at 
one time as numerous as thirty-eight but 


Just Next Door 


HE case method, an 

effective instrument of 
investigators and scientists, 
is here turned to good ac- 
count in determining the 
actual experiences of a 
government in the banking 
business. Canada furnishes 
the “case’”’ to be tested and 
analyzed. While savings 
deposits in chartered banks 
have risen more than 
$1,000,000,000 in twenty 
years, those various 
official semi-official 
institutions have remained 
at about the same level. 


now reduced through mergers and 
failures to eleven, are controlled by the 
Dominion government. They operate both 
commercial and savings departments, 
service in both of which is given by each 
branch. 

In addition there are two savings 
banks which are local in character, also 
under Dominion authority, of course. A 
large number of loan and trust com- 
panies operate in Canada, corresponding 
to the mortgage and trust institutions 
and the savings banks of the United 
States; some of these are under Domin- 
ion and some are under provincial au- 
thority, since both Dominion and prov- 
inces have power to incorporate com- 
panies, and control of such institutions 
was not specifically assigned to either. 

The newer savings departments of the 
provinces would seem at first sight to 
trespass on the central authority. Per- 
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haps they do in effect. They are not 
called banks, however, but rather “pro- 
vincial savings offices.” For deposits, 
they compete with the regular banks and 
with the loan and trust companies as 
well. 

The Post Office savings banks are un- 
der the Post Office Department, and were 
established by act of the first Dominion 
parliament in 1867, “to enlarge the fa- 
cilities now available for the deposit of 
small savings, to make the Post Office 
available for that purpose, and to give 
the direct security of the Dominion to 
every depositor for repayment of all 
money deposited by him together with 
the interest due thereon.” There are 
12,500 post offices in Canada, but only 
1350 of these handle savings deposits. 
Interest at 3 per cent is added once a 
year. There is no checking privilege, 
though, of course, the Post Office has 
money order services. 

The above quotation from the act of 
parliament is significant of the general 
purpose and policy. In any new country 
like Canada, there are many immigrants 
and some native-born as well, who do not 
care to trust money to institutions but 
who will trust it to the government, and 
it is a measure of economy to organize 
these savings. The majority of the ac- 
counts are undoubtedly small, but no lim- 
it is set, and some run into thousands of 
dollars. 


Deposits Now Declining 


OM the time of organization, the 
post office deposits climbed to a maxi- 
mum of $47,564,284 in 1908. Since then 
they have gradually declined to $26,000,- 
000, in about 80,000 accounts, at the end 
of 1929. Though new deposits amount to 
several millions each year, and the inter- 
est is added, withdrawals have been 
heavier almost every year. 

The last of the Dominion government 
savings banks was abolished in 1929. 
These were under the Department of Fi- 
nance, established in leading cities under 
the management of the assistant re- 

(Continued on page 1092) 
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i 
Si: 
| Irving Trust Company 
Vaults Like Strongholds of Legend 
S] Resting on solid rock, 69 feet below the street surface, and well under iS 
ae the water level, the subterranean stronghold of the Irving Trust Com- : 
2 pany of New York City is one of the most impregnable ever constructed. : 
g It is a distinct testimony to York preeminence that this immense instal- is 
lation, like so many smaller ones throughout the world, 
bears the York emblem. 
SIE Write today for complete information about modern \5 


York installations. 


A 


YORK SAFE and LOCK CO. 


YORK, PENNSYLVANIA 


AT 


A 


= 


The principal builder of High Grade 
Vault Equipment in the World 


AO 


AY, 


AV AU AYA 


Voorhees, Gmelin & Walker, Architects 
Marc Eidlitz & Sons, Builders 


When writing to advertisers please mention the American Bankers Association Journal 
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HEN the First National Bank of Chicago 

was established, in 1863, it began to buy 
high grade bonds. It has bought them during 
the sixty-six years since that time in increasing 
volume. 


The investment activities of the First National 
Bank and the First Union Trust and Savings 
Bank have been concentrated for years in the 
Bond Department of the latter bank. Through 
this department hundreds of millions of dollars 
of the banks’ funds, as well as the funds of 
individuals, corporations, estates, banking insti- 
tutions and insurance companies have been 
safely and profitably invested. 


Six decades of experience in weighing security 
values, a broad diversity of issues thoroughly 
investigated, an investment service of the highest 
class—these are the major advantages offered to 
banks buying bonds for secondary reserves and 
for resale to investors. Inquiries regarding 
investments are invited without obligation, and 
will receive prompt attention by our Bond 
Department. 


When writing to advertisers please mention the American Bankers Association Journal 
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Thrift No Longer Sells Itself 


By GUY W. COOKE 


Assistant Cashier, First National Bank, Chicago 


Modern Merchandising and Advertising Methods Might Solve 


the Problem of Dwindling Savings Deposits. Banks Are Urged 
to Sell Beauty, Health, Happiness and Contentment Through 


T requires no soothsayer to see the 
future of savings banks, unless they 
meet the competition for the aver- 
age American’s dollar. As a people, 

at least west of the Hudson River, we 
are a nation of spenders rather than 
savers. Total savings in all banks today 
are hardly more than they were five 

years ago, if compound interest on the 
amount then on deposit is added. 

While progress has been made, it is 
commensurate neither with the tremen- 
dous increase in national wealth nor 
with development in lines of business 
which directly affect or nullify the sav- 
ings habit. Those influences are far 
more likely to gain potency than to 
subside. As depositors cease to come 
to the bank, the bank must go to the 
depositor. Selling must supplement ad- 
vertising, rather than supersede it. 


Advertising Only Helps 


OO long have financial interests ex- 

pected advertising to do more than 
is expected of it in any other line. No 
automobile manufacturer looks for a 
flood of orders through a double-spread 
advertisement picturing his machine in 
full color with an attractive girl on 
running board for good measure. His 
advertising is a background for sales 
effort. Salesmen sell cars. They sell 
them on deferred payments, which are 
made with money that might have been 
added to a savings account. I have no 
quarrel with the deferred payment plan, 


and still less with the keen desire of 
every American to own an automobile. 
The two have done as much to raise the 
standard of living, to create and main- 
tain a greater industrial activity, as all 
the preachments of “save and have,” 
which bankers have sponsored. 

The very factors which have mitigated 
against increased savings have been in 
no small part responsible for increased 
national income. At least one of these 


factors may be definitely reversed. When 
a man purchases his first automobile, it 
is usually a luxury, and he rarely has 
sufficient money with which to pay for 
it. He gets perhaps a year’s credit for 
the balance, paying something like 12 
per cent for the accommodation. 


His 


Regular Savings Just as Makers of Soap and Automobiles. 


Methods Tested 


H#%£ are the results of 

actual experiment in 
stimulating savings de- 
posits. Christmas Clubs, 


anniversary campaigns, 
drives by employees, bank- 


ing by mail and other 
methods are tested on the 
basis of net returns. The 
writer says that the best 
age for a prospective saver 
is from twenty-five to 
thirty. Between thirty and 
fifty the saving habit suf- 
fers. At around fifty, ap- 
parently, a@ man again 
thinks of saving, but it is 
often too late. 


car depreciates steadily from the time 
he drives it from the dealer’s showroom, 
say, 50 per cent in the first two years, 
and if he still has it at the end of five 
years he is one in a thousand. His 
second car will be a necessity. He is a 
logical prospect for a definite purpose 
savings account when he has paid for 
his first car. 


Effective Work By Mail 


WO years ago a Mississippi Valley 
bank mailed a series of nine letters, 
over the president’s signature, to 800 
checking depositors of the B type—that 
is, those having average balances of 
$300 to $1,000. These letters were for 
the benefit of the savings department, 
suggesting a reserve account for any 
specific purpose the depositor might have 
in mind. 
Sixty-six new accounts were opened 
with a total balance of $37,404, or an 
average opening balance of $566. The 
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figures which follow were compiled on 
those same accounts one year after the 
close of the campaign: 

19 Accounts closed, total balance $11,934 

47 Accounts, present balance.... 23,567 

Average Dalance.......ccccee 501 

The total cost of the campaign was 
$350, and the net profit on the balance 
accumulated during the campaign, plus 
those that have remained in the bank 
an additional year, was $569 net. 

The theory of the thing in the be- 
ginning was that a B type depositor 
was not too big to be interested in sav- 
ings and, further, that if he could be 
persuaded to use a savings account for 
a transfer from his checking account of 
$25, $50, or some other amount, regu- 
larly every month, that it would tend to 
make certain of his funds very per- 
manent, yet would not materially reduce 
his average commercial balance. The 
thing worked out so well that the bank 
does not hesitate to recommend it. The 
same campaign is now being applied to 
additional customers. 


Direct Sales by Employees 


SOUTHERN bank, during the year 
A ended July 1, 1929, increased its 
savings deposits 25 per cent plus. The 
management attributes about 40 per cent 
of the increase to direct sales effort 
of employees, the remaining 60 per cent 
coming through ordinary channels and 
through advertising. Newspaper adver- 
tising was used effectively; reprints 
being used for mass-plan distribution 
and on the back page of a little maga- 
zine of inspiration, which was mailed to 
customers requesting it. Definite costs 
of obtaining this business are not avail- 
able; but were more than justified in 
the opinion of the management. 

A four-year review of an eastern 
bank, not mutual, shows the mass plan 
as another specific instance of efficient 
methods in the development of savings. 
At the beginning of 1924, the bank had 
something over 10,000 accounts aver- 
aging $343. At the end of 1927, the 
number of accounts had been increased 
to 22,000 and the average balance to 
$397, an increase of well over 100 per 
cent in both the number of accounts 
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and the total deposits. These results 
in the face of keen competition in a 
territory which changed but little is a 
remarkable tribute to the effectiveness 
of one form of advertising consistently 
used. A merger in 1928 makes the 
latest figures valueless, but it is only 
fair to state that the method of the 
earlier years has been continued upon 
an increasing scale. 


An Old Idea Makes Good 


BOUT the turn of the century, a 
number of banks in two cities, lo- 
cated in the territory called central 
western by the geographers, conducted 
a rather extensive campaign in the na- 
tional magazines of the day on “Banking 
by Mail.” Costs so exceeded profits, 
actual and potential, that after a few 
years the effort was abandoned. Yet, on 
the Pacific Coast a great bank with 
many branches, a quarter of a century 
later found a means of making banking 
by mail both successful and profitable. 
A bank in the Great Lakes region used 
the wallet and dime saver plan effective- 
ly. In a three-months’ period 10,000 sav- 
ings accounts were opened with an aver- 
age balance of $164. An analysis made 
at the end of eighteen months showed 
4669 accounts still open and an aver- 
age balance of $285. The business of 
this bank is very active, its location 


bringing to it much transient business. 
Mortality of accounts obtained by the 
plan was less than the normal run of 


over-the-counter business. Depositors 
were required to accumulate a minimum 
of $36 within a year, or to pay one 
dollar for the wallet. The plan was put 
on when interest in savings was at low 
ebb, and was productive of good-will as 
well as actual business. 

A smaller bank in the same district 
used last year the rainy-day theme, with 
a silk umbrella as an inducement. The 
umbrella was given to men, and, in more 
instances, to women, upon the opening 
of an account with $5 or more, with the 
stipulation that it must be paid for un- 
less the account was at least $60 at the 
end of a year. One thousand accounts 
were put on in thirty days, with an 
average initial deposit considerably in 
excess of the $5 requirement. 


Clubs Pay in Good-Will 


HE Christmas Club is today nation- 
wide. Its value lies almost entirely 
in the contact it affords for the develop- 
ment of standard savings accounts. Costs 
usually exceed income and the good-will 
and educational value of the club are its 
principal assets. To even a greater ex- 
tent this is true of the average travel 
and vacation club. 
Some desirable business, some profit 
and a lot of grief have come to savings 
bankers through the savings-insurance 
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plan in all its ramifications. It is a 
means of obtaining savings business, but 
I cheerfully leave its consideration and 
discussion to those who have more opti- 
mism and more experience. 

The employee’s campaign for new ac- 
counts has long been with us, and has 
been run with varying degrees of suc- 
cess in practically every part of the 
country. A campaign of this nature, 
which was operated in the bank with 
which I am connected, was called the 
Silver Anniversary Campaign, and ran 
from November 5, 1928, to January 15, 
1929, perhaps a trifle longer than I 
should recommend a similar effort. 
Through this campaign 8172 savings ac- 
counts were introduced, with initial bal- 
ances of $1,071,000, together with 12,496 
Christmas Club accounts and 701 safe 
deposit boxes rented. No other type of 
business was solicited. The total cost 
of the campaign was something over 
$18,000; the savings accounts averaged 
$131. 


Aids Bank and Workers, Too 


ESULTS of such a campaign can 
be measured from two points of 
view, and it is a question which of these 
is the more important. In the first place, 
the campaign set up a fine stimulus for 
employee loyalty and a desire to see and 
help the bank grow. It also demon- 
strated to each and every employee that 
he or she had definite possibilities as 
a producer of business for the bank and 
a builder for the bank. 

The bank had previously conducted 
three campaigns, all successful to some 
degree, and after each there were a 
number of the staff who wanted to con- 
tinue sales work upon a compensation 
basis. A good deal of consideration was 
given to a plan which would at once 
be equitable to the bank and to the 
employee. Most banks which have con- 
ducted drives or contests have derived 
a considerable degree of satisfaction 
from the low cost at which business was 
obtained. We shared in this satisfaction 
until we realized that it was scarcely 
in line with the bank’s policy of treat- 
ing employees with a full degree of 
fairness and consideration. 

Certainly, no one can justify asking 
employees who have done a full day’s 
work to go out and solicit savings busi- 
ness upon a commission basis, which 
even when they are successful is less 
than the wage scale of a messenger boy. 
Our present sales plan is much more 
liberal. Not all employees participate. 
The work is entirely voluntary. 


A Good First Year 


HE plan has only been in effect 
since April 1, 1929, but in eleven 
months has produced 5587 savings ac- 
counts, with initial deposits of $1,877,- 
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000 and an average balance of $376. 
Under the plan, 13,806 Christmas sav- 
ings accounts were obtained, with an 
estimated maturity value based upon 
previous years’ experience of about 
three-quarters of a million dollars. 

Employees are offered, and some of 
them are taking, a course in salesman- 
ship, therefore they are able to approach 
a prospect from the customer’s view- 
point with a sales argument that is as 
far ahead of the old “won’t you open 
an account in our bank, because we have 
a drive on?” 

Who are the prospects? Anyone and 
everyone who has or expects ever to 
have money. From the bank’s stand- 
point, the best age is twenty-five to 
thirty, a graph showing a sharp curve 
up to thirty years. Then down even 
more sharply to fifty, when there is 
another rise. It is now or never at the 
half-century mark, and all too often it is 
too late. The same survey shows that 
women on the average maintain better 
accounts than do men, with housewives 
leading the list of desirable prospects. 
Teachers are good; so are men and 
women in the trades. 


Courtesy Helps 


E advertise to these and to a 

three million odd _ population 
through the daily papers, the foreign 
language press, on the billboards and 
in the cars. We use direct mail and, 
above all, we aim to make customers 
through contact our best advertisement. 
We aim to give every depositor every 
time he or she is in the bank a full 
measure of courtesy and consideration; 
to give it promptly and cheerfully; to 
be sincere; to be builders both for our- 
selves and for those who shall take up 
the work that we must leave undone. 

Speakers and writers on financial ad- 
vertising feel impelled to contrast pres- 
ent-day copy with that of some previ- 
ous period, usually the time when his 
experience began. I rarely fail to do so. 

Soap is no longer sold as soap, but 
as a school girl complexion; a skin you 
love to touch; lovely hands, and even as 
a means to health. Do manufacturers 
of oil heating apparatus sell it as such? 
Not so crude by many gallons! They 
sell clean basements with play-rooms, 
dance floors, a home shop for the man 
handy with tools, clean walls and deco- 
rations, and for good measure throw in 
a charming wife who never has to shovel 
coal. 

While we drive in congested lanes, 
bumper to bumper and fender to fender, 
motor car makers sell more cars by 
alluring the unwary and his canny 
brother, his father and his sister, and 
all his wife’s relations, on personal 
transportation, on happy care-free miles, 
and on the two-car family idea. The 

(Continued on page 1084) 
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Other New York banks having 
vault doors strengthened with 
thick plates of Copper : 


Liberty National Bank 
Broadway National Bank 
National City Bank 
National City Company 
Plaza Trust Company 
Bank of America 
Commercial Exchange Bank 


Guaranty Trust Com pany 
Madison Ave. and 60tn St. 


Lawyers Trust Company 
Hibernia Bank & Trust Company 


Pure 
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torch attack 


HICK plates of pure copper 

prevent penetration of vault 
doors by the consuming flame of the 
oxy-acetylene torch. The remarkable 
resistance which copper offers to this 
form of attack is due to its high heat 
conductivity. 


Even with a cutting torch capable of 
developing a temperature of from 
5,000° to 6,000° F., a pure copper 
plate, 7 to 10 inches thick, conducts 
the heat away from the point of at- 
tack, diffusing it over a wide area, 


This vault door of the Empire Safe Deposit 
Company, 580 Fifth Avenue, New York, con- 
tains a thick plate of Copper. 


Copper is used 


is frustrated 


almost as fast as it is generated. To 
penetrate such a plate by torch attack 
would require so much time and 
equipment as to be impracticable. 


Anaconda Copper is mined, smelted 
and refined by a single organization, 
assuring quality control at every stage 
of production. It is guaranteed 99.9 
percent pure, which assures maximum 
heat conductivity. In the form of thick 
plates, Anaconda Copper provides the 
most modern measure of complete 
protection in bank vault construction. 


For full. information, address: Anaconda Copper Mining Company 


25 Broadway, New York 


ANACONDA COPPER 


When writing to advertisers please mention the American Bankers Association Journal 
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If you bought a battleship for $40,000,000.00 you 


wouldn’t pay for it with cash but with a bank check. And 


you would be mighty sure the check was printed on paper 


worthy of such a large sum. 


What the armor plate is to the battleship the secret 
chemical protective quality is to Gilbert Safety Bond. Even 
an extra margin of safety is furnished by the use of attractive 
colors (on the surface) which rub off at the slightest attempt 


at erasure. 


We will be glad to mail you sample book of this mod- 
ern safety check paper or your printer or lithographer can 


show it to you. 


Made by Gilbert Paper Company, Menasha, Wis. and 
available for use by all progressive printers and lithograph- 


ers in the country. 


GILBERT SAFETY BOND 


When writing to advertisers please mention the American Bankers Association Journal 
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Reserves We Call Secondary 


By M. PLIN BEEBE 


President, Bank of Ipswich, Ipswich, South Dakota 


Many Home Town Issues Are Safer and More Liquid Investment 
as Secondary Reserves than Securities of Distant Corporations of 
Unknown Value. Local Paper Secured by a Good Herd of Steers 
May Be Preferable at Times to Some Nationally Advertised Bond 


HOSE of us who have safely 

passed our “dangerous forties” 

will remember how in our young- 

er days we created a mild sensa- 
tion in our home town when we appeared 
in a tight-fitting Scotch cap, shiny black 
gauntlet gloves and clothed in a linen 
duster, buttoned tight under our chins 
sweeping majestically almost to the 
ground. Our costume told the spectators 
on Main Street that we were going for 
a ride in a horseless carriage, a vehicle 
with solid rubber tires. Wait a minute, 
we almost forgot the fair one at our side 
dressed quite similarly but wrapped in 
a veil that seemed miles long. 

Even before those times when a gas 
buggy was only a dream were the days 
when, with a feeling of pride and a 
thrill, we swung down the avenue be- 
hind a fine team of horses. You can still 
see them with their silken coats, glisten- 
ing in the morning sun, and resplendent 
in the shiny harness trimmed in brass or 
nickel, having a dash of patent leather 
here and there, with heads and tails up, 
just aching to run away. 


Buggy Company Paper 


HE spirit of the horses was con- 


tagious. We sat erect, lines taut 
and whip at correct angle, our hats tilted 
just right, our eyes straight ahead, and 
if we smoked, an unlighted cigar firmly 
clenched between our teeth. Do you re- 
member? 

Back in those days of the old-time 
buggy, the country banker, and I pre- 
sume the usual proportion of city bank- 
ers who did not believe in the theory 
of “frozen assets” and who were at times 
long on cash, bought—buggy company 
paper. It was as standard as the paper 
of outstanding industrial concerns is 
today. Were not buggies as necessary 
as the clothes we wore? What paper 
could be safer? It was so good every- 
body had to have it and the country 
banker did have it. Then, out of a clear 
sky, came the news of its failure. This 
crash and similar ones of not so momen- 
tous a nature have changed the lines of 
thought of many country bankers and 
have been reflected through them to their 
sons and grandsons. 


Evolution 


ys might be called a 

short history of secon- 
dary reserves from pre-war 
complacency to present day 
uncertainty. Mr. Beebe 
says that new conditions 
resulting from the war left 
many bankers in the posi- 
tion of a sailor without a 
compass on an uncharted 
sea. Slowly there is being 
evolved a new philosophy 
of secondary reserves. The 
present trouble he believes, 
is the tendency to go far 
afield while sound, profit- 
able investments often lie 
close at hand. 


What the commercial paper house or 
city correspondent took the trouble to 
recommend to the country banker was 
looked upon somewhat gingerly. The 
statement got up in the usual stereo- 
typed form had an invisible question 
mark on it which was larger in the bank- 
er’s mind than the sheet it was printed 
on. 


Bankers Were Bond-Shy 


ONDS were practically unknown to 

the average country banker but he 
managed to exist and sometimes allowed 
his surplus funds to pile up in his cor- 
respondent banks to several times his 
legal reserve, holding the surplus for 
seasonal requirements. There were some 
of course who had their eyes opened be- 
fore the usual eight days and were mak- 
ing the difference between 1% per cent, 
which their reserve banks paid them, 
and what they received on their com- 
mercial paper or bonds. In those days 
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ideas traveled slowly and were accepted 
even more reluctantly, as the country 
banker was so well satisfied with “the 
way father did” that he was still wear- 
ing sideburns and using penwipers. In 
fact, to many the American Bankers 
Association was a far cry, the state as- 
sociations were more or less chimerical 
and a county association had never been 
thought of, while a better banking con- 
ference would have provoked a laugh. 
Complacency reigned supreme. Then 
came the period of the telephone and 
then the automobile and the country 
bankers sphere began to enlarge by 
leaps and bounds. His brother banker, 
25 miles away, whom he had rarely seen, 
now became more than a hand-shaking 
acquaintance; while the city banker who 
for years had been known only by his 
signature, became a living person. Even 
then, the term “secondary reserve” was 
seldom heard and was still less under- 
stood among the country fraternity. 


It Became a Live Subject 


T did not become a real, live, tangible 
I object until Uncle Sam gave 2,000,000 
of our boys a personally conducted trip 
to Europe. Overnight money became the 
cheapest commodity we had to deal with. 
It took several times as much money to 
buy a certain article as it had before 
the war. Money piled up in our vaults 
and examiners went so far as to pick out 
our eligible paper and infer we were not 
patriotically inclined if we did not re- 
discount it to help win the war. Some 
of us did not, but we are still running 
our banks. 

Those were the days when the country 
banker was being unconsciously educated 
to a secondary reserve and sometimes he 
did not know what it was all about. He 
was simply trying to find an outlet for 
his surplus funds which he could not in- 
vest at home. Some banks turned to 
stocks and bonds with disastrous results, 
at the close of the war. Others very 
wisely invested in prime, short-time com- 
mercial paper and short-time bonds with 
excellent results. 

But the average country banker 
listened to the seductive strains of the 
postwar propaganda of “business as 
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usual,” “Europe must buy our surplus,” 
and other familiar catch-phrases. He 
failed to read or heed the financial post- 
war history of every major conflict. 
Many a banker was like a sailor on an 
uncharted sea. He saw his deposits dim- 
inishing and his depositors deflated over- 
night. He saw his reserves slip away 
and he started to increase his loans to 
his fast slipping customers, believing 
next year’s crops would bring back the 
prosperity of the war days. 

But it was like locking the barn after 
the horse was stolen, or to be up-to-date, 
the country banker found his garage 
empty. Then a secondary reserve be- 
came a reality. The banker who did not 
even recognize the name was most pain- 
fully impressed by the rather per- 
emptory letters from the chief examiner 
and superintendents of banks that there 
was such a thing. 


Scramble to Invest 


SECONDARY reserve all of a sud- 

den became a real, live, stirring 
business issue with every banker. The 
alert country banker, with a surplus of 
cash, began to dash hither and thither 
to invest. Dealers in paper, and sales- 
men scenting the change in thought 
flooded the countryside with their wares. 
Business was good and many a war-time 
issue, made when everything in a com- 
munity that could float a bond issue, ex- 
cept a cemetery, was loaded onto the 
gullible country banker under the star- 
ry banner of a secondary reserve. Yes, 
the “sellers of purple” even went so far 
as to draw wonderful charts and scatter 
them in every hamlet showing just how 
a country bank should invest its deposit 
with, of course, a goodly percentage in- 
vested in paper for the value of which 
he had to absolutely rely on the seller’s 
word. 

Bankers’ associations, in a desire to hit 
the popular chord, made secondary re- 
serves a headliner for their conventions. 
No criticisms are offered here for their 
programs. It was the right idea but it 
was soon as commercialized as Mother’s 
Day. 


Bought Till It Hurt 


ANKERS who bought prime, gov- 

ernment obligations were not only 
surprised but flattered to receive a long 
distance phone call or a telegram from a 
bond house many hundreds of miles 
away who kindly offered to take their 
government bonds which had dropped off 
a few points, at the price paid, and to 
exchange for them, something just 
out, being offered by a syndicate. 

Some traded and were soon singing 
out of the corner of their mouths “The 
Old Gray Mare She Ain’t What She 
Used To Be” when they found to their 
sorrow that their secondary reserve was 
not a reserve at all but similar to other 
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assets. In fact, they found themselves 
in just the position that they had been 
arduously endeavoring to avoid. 


Learned About Call Money 


HEN along came the bull market 

which met such an ignominious fin- 
ish last fall, turning a ferocious bull in 
a few short weeks into a mild-eyed, well 
behaved family cow, minus the milking 
strain. It was two years previous to this 
change that Mr. Country Banker re- 
ceived the finishing touches to his educa- 
tion in secondary reserves. To him, call 
money had been an illusive thing, which 
only those well versed in “shearing the 
lambs” could handle with safety. It was 
TNT. 

Nevertheless, when the rates began to 
soar, call money was not such a monster 
and country bankers began to curry the 
animal. They soon learned that even 
with the high rates it was not so dan- 
gerous after all. In fact, it had a phe- 
nomenal record of safety. There was no 
commission when one bought or sold. The 
money could be placed for the asking, 
less a service charge of a mere % of 
1 per cent, which was not even consid- 
ered when rates were running from 6 
per cent to 14 per cent. 

What could be better? The only ob- 
jection was the deep-seated dislike in 
financing Wall Street, but high rates will 
overcome almost any prejudice. Almost 
in the twinkle of an eye the country 
bankers were helping to finance the 
greatest bull market of our history, and 
the amusing part of it was that many of 
them did not know it. 


Back Where We Started 


OW, with the collapse of the mar- 
ket, with call money down as low 
as 2 per cent, the country bankers saw 
things tightening up, and with their call 
money foundation crumbling under them, 
they are now back at the old prob- 
lem of a secondary reserve. They find 
that the nominal % of 1 per cent charged 
by their city correspondents for han- 
dling their call money when at 2 per cent 
becomes in reality 25 per cent of the 
interest, and with call money at 4 per 
cent the charge for handling is a tender 
morsel of 12% per cent, taken under the 
badly worn pretext of service charge. 
Further, with the crashing stock market, 
the depreciation in the value of bonds 
was so great that in one state 8 per cent 
of the banks had an impaired capital. 
We all have our ideas and I doubt if a 
composite of them would be the correct 
solution. In the few short years that I 
have been in the banking business I have 
come to some definite conclusions as to 
secondary reserves for the country bank- 
er. He has been propagandized to such 
an extent that the average banker be- 
lieves that the secondary reserve must 


consist of bonds or commercial paper. 
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Inasmuch as he is only human and 
looking for the rate, he is too prone 
to load up with unlisted and obscure 
names. Obligations to be realized upon, 
in many cases, spell a loss. If a banker 
must have this class, with a little effort 
he can generally buy up some of his own 
home town issues. While I admit they 
have no market they can always be sold 
at par to some local party to net him a 
better rate than a certificate of deposit 
or savings account. 

To go further, what is safer and more 
liquid than a bunch of steers in a feed 
lot, mortgaged for two-thirds of their 
value, or the corn in the field, with a 
definite maturity at a good rate? The 
liquidation date is when the steers must 
be sold or be carried at a loss. The only 
answer today is 2 per cent call money. 


Lambs, Corn and Wheat 


HAT could be better than a cov- 

erage on a bunch of young ewes 
which with good care will yield a lamb 
crop of from 100 per cent to 150 per cent 
annually, to say nothing of a wool crop 
running from $2 to $4 per head. With 
two crops per year you still have the 
original security. How about the bond- 
ed warehouse receipt with a good line 
of insurance on 500 bales of cotton or 
1,000 fleeces in the wool pool? The farm- 
er, like ourselves, is a “bull” on every 
commodity he has to sell. Then, why 
not a mortgage on that 3,000 bushels of 
corn in the crib on a farm well insured, 
or that 1,000 bushels of wheat a custom- 
er has in storage in the local elevator 
waiting for it to go up twenty-five cents 
per bushel? 

The wheat is always cash. 


Why Shun Veteran’s 
Insurance? 


HEN we have frowned on loans on 

soldier’s compensation certificates 
because we could only charge 2 per cent 
over the Federal reserve rate. What bet- 
ter security is there when, on default, 
the note and the policy can be sent to 
Washington and cashed without delay 
or red tape. The country is full of these 
certificates and still we have edged away 
from them. Also, how about loans on 
insurance policies which are now as com- 
mon as flivvers among our customers. 
Many have a loan value and the average 
holder would much prefer to pay the 
regular rate than to bother to get a loan 
from the insurance company. This loan 
can always be transferred to the com- 
pany if desired by having assured make 
application. I would not call that class 
liquid as water but rather as liquid as 
molasses, though not of the January 
kind. 

Then there are warrants or certifi- 
cates of indebtedness issued by school 
districts and certain municipalities in 

(Continued on page 1092) 
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BUILDING 
SUSI ME 
FOR BANKS 


THIS BOOK 
Should be in the 


NEW BUSINESS DEPARTMENT 
of your bank... 


It tells the story of the Moran Customers Plan of Building 
Savings Accounts — its remarkable success — and why. If 
you are interested in securing more worthwhile savings 
accounts at an unusually low cost we shall be glad to mail 
you a copy of “BUILDING BUSINESS FOR BANKS.” 


ACCOUNT ANALYSIS AND DEVELOPMENT 

NEW BUSINESS BUILDING PLANS B. t, MORAN 
ACCRUAL ACCOUNTING INC. 

CENTRAL SALES FILE SYSTEMS A Comprehensive Service for Banks 
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SKY HARBOR, ONE OF CHICAGO'S LATEST DEVELOPMENTS IN AIR TRANSPORTATION 


Your Bank Is Hours Closer 
by Air to Your Chicago Office 


MODERN AIR SERVICE brings your bank— 
wherever located — closer in point of time to 


Central Trust Company of Illinois. 


Central Trust Company oj Illinois By the air route Chicago is approximately 30 
Central-Illinois Company 

Central-Illinois Securities Corporation i minutes from Milwaukee, 2 hours from Indian- 


———e apolis, 3 hours from St. Louis, 4 hours from Des 
Moines, 5 hours from Omaha, 9 hours from At- 


lanta,10 hours from Dallas, 24 hours from Seattle. 


CENTRAL [RUST 


COMPANY OF ILLINOIS 


208 South La Salle Street 
CHICAGO 
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When the Wife of the Trust 


Prospect Opposes 


By A. KEY FOSTER 


Asst. Trust Officer, Birmingham Trust & Savings Co., Birmingham, Ala. 


A Plan by Which Her Antagonism, Which is Usually Based 'on 
the Belief That a Trust Is an Affront to Her Intellectual Ability, 


May Be Overcome. Show Her the Machinery of the Department. 


ROBABLY the distinct 
opposition to the trust idea is 
found among wives of the trust 
prospects. 

The wife of a prospect feels and, per- 
haps, quite correctly, that she is on an 
intellectual equality with her husband. 
She has advised with him on his prob- 
lems of investment and has, as a matter 
of fact, been a silent partner with him 
in the creation and conservation of his 
estate. Now when her husband comes to 
consider the problem of his will, she feels 
a very distinct resentment at the trust 
plan, because of two prevailing ideas 
that come into her mind as soon as her 
husband mentions placing his property 
in trust. Each of these ideas, I consider, 
is not only entirely aside from the ques- 
tion at hand, but is based on an unsound 
premise. 


Her Two Fears 


IRST, she feels that her husband 

does not appreciate her intellectual 
ability and feels that his desire to place 
his property in trust is simply and solely 
an affront to her mentality. 

Second, she distinctly dislikes the pros- 
pect of having to call upon some unsym- 
pathetic and, as she pictures him, hard- 
boiled trust officer each time she may 
need any money. Of course, we recog- 
nize the fact that, in all probability, the 
trust officer will not be hardboiled or 
unsympathetic if for no other reason than 
because of his selfish interest in retain- 
ing the good wishes and cooperation of 
the widow, and also that it will be very 
seldom, if ever, that she will have occa- 
sion to approach the trust officer regard- 
ing her income. In almost every instance, 
however, the wife pictures him as being 
one absolutely lacking in an understand- 
ing of her needs. She thinks that it will 
be necessary for her to divulge her most 
personal affairs to induce him to give her 
such an income as is needed for her com- 
fort and that of her children. 

When the prospect tells me that his 
wife objects to the trust plan, I imme- 
diately urge him to bring his wife to the 


Explain the Difference between Intelligence and ‘Experience. 


bank for a conference. When she comes 
in I usually find her in more or less of 
an antagonistic mood. She takes the po- 
sition, somewhat, of defying me to con- 
vince her of the desirability of the trust. 

The first step in my plan is to point out 
to her in detail the machinery of the 
trust department. I show her what each 
subdivision of the trust department does 
in the management of an estate. In this 
manner I impress her with the great 
amount of work that will fall upon her 
in the proper handling of the various 
items of her husband’s estate, if it is 
left to her outright. 


No Selfish Interest 


POINT out to her that her husband 

has absolutely no selfish interest in 
this trust plan, inasmuch as it will not 
go into effect until after his death and 
that, therefore, unless the plan meets her 
needs in every respect there is no need, 
whatsoever, for it. I then explain to her 
that the trustee’s fee in any one trust 
estate is so small that there is no par- 
ticular advantage to the trust company 
in securing her husband’s estate in trust, 
unless the trust company can be fairly 
certain that. it can render to her and to 
her dependents such an outstanding ser- 
vice that they will become very strong 
exponents and advocates of the trust idea, 
so that in years to come the trust com- 
pany may expect to receive numerous 
other trusts through expressions of good 
will broadcast by the beneficiaries of this 
particular trust. For that reason, I as- 
sure her, the trust company has a selfish 
interest in seeing that she is pleased at 
all times that this can be accomplished 
without unnecessary sacrifice to the 
estate. 

I point out to her that there is a very 
real distinction between one’s intelligence 
and one’s business experience; that no 
matter how intelligent a person is—busi- 
ness experience can only be had by the 
purchase of it or by adopting the trust 
plan. Her husband has purchased his 
business experience and she also, in years 
to come, if she is called upon to adminis- 
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ter the estate, will find that she must 
pay cash for her knowledge of business 
unless her husband employs for her the 
business experience of a capable trust 
company. Business experience is the only 
valuable asset of his estate that her hus- 
band cannot possibly devise to her. How- 
ever, when it becomes necessary for her 
to purchase business experience in order 
to protect the estate which her husband 
has left to her, she will find that whereas 
her husband paid for his business expe- 
rience early in life, from his earnings, 
she must purchase her experience from 
the corpus of the trust estate, thereby 
diminishing the capital and reducing the 
income on which she must live. This 
appeals to her sense of reason and she 
will relax her attitude of defiance to the 
trust idea. 


Gives Her Complete Freedom 


ERHAPS she has heard, we say to 

her, of cases where the widow ex- 
pressed distinct dislike of the trust idea; 
and, perhaps, where the widow was un- 
able to induce the trust officer to advance 
money to her which she felt necessary 
for her comfort. I explain to her that 
such a situation arises through no fault 
of the trust plan, but in every instance 
through some oversight on the part of 
the testator or on account of some arbi- 
trary attitude that the testator took with 
regard to his wife and her income when 
creating the trust. I emphasize to her 
that the trust idea is thoroughly flexible 
—that a trust agreement, when properly 
prepared, not only can give her complete 
freedom with regard to the management 
of the estate, but also can relieve her of 
all of the burdensome details of such 
management and of all the responsibility 
for its protection. 

A fact that seems to appeal most 
strongly is the fact that she will, in all 
probability, not be called upon to man- 
age this estate until she is well along in 
years, perhaps, an old lady, at which 
time, if ever in her life, she is entitled to 
relief from care and responsibility. 

(Continued on page 1095) 
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AMERICA’S GREATEST BANKS USE... 


NATIONAL ACCOUNTING MACHINES 


AND 
NATIONAL PostiInGc 


National Accounting Machine 


The largest and most prominent New York 
banks are equipped with National Posting 
Machines. National City, Emigrant In- 
dustrial Savings, Dry Dock Savings, 
Bowery Savings, and scores of others are 
included in the list. 


The adoption of this system by New York’s 
banks is typical of its use throughout the 
country. Hundreds of banks in big cities 
and small towns are profiting from this 
machine and giving a definitely better 
service to their customers. 


Three printed records of every deposit and 
withdrawal ... one on the passbook, one 
on the journal sheet and one on the ledger 
card eliminate all chance for one record on 
the ledger card and another on the book. 


National Posting Machine 


For all bank accounting work other than 
the posting of savings, National Account- 
ing Machines offer the most complete and 
economical system. On transit letters, 
commercial posting, proving checks, trust 
department, and general bookkeeping this 
machine gives results never before possible. 


Complete visibility of all printing, full 
adding keyboard and full typewriter key- 
board, automatic tabulation, automatic 
carriage return, automatic punctuation 
and printing of ciphers and other impor- 
tant features give this machine a distinct 
advantage on all forms of bank accounting. 


Our representative in your city will be 
glad to explain the advantages of National 
accounting equipment in your bank. 


THE NATIONAL CASH REGISTER COMPANY 


World’s Outstanding Producer of Accounting Machines and Cash Registers 
DAYTON, OHIO 


When writing to advertisers please mention the American Bankers Association Journal 
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The Condition of Business 


Manufacturing and Trade Are Still Curtailed and General Re- 
covery Is Disappointingly Slow. Commodity Prices Appear to 


be Stabilizing at Lower Levels. 
Money Rates Easy. 


HE progress in the recovery 
toward normal business condi- 
tions has been rather below ex- 
pectations during the past month. 
Comparisons with the abnormally high 
records established a year ago tend to 
make the present showing appear more 
unfavorable than is actually the case, for 
ever since December there has been a 
steady improvement but at a disappoint- 
ingly slow rate. Manufacturing activity 
has been at curtailed schedules from the 
first of the year through April, and re- 
tail trade has been retarded by cold 
weather, a late Easter and a general 
“wave of economy” such as usually fol- 
lows the collapse of a speculative boom. 
The President’s committees of busi- 
ness men have undoubtedly rendered 
valuable service by preventing a break- 
down of confidence in the future of 
American business and in encouraging 
projects for building construction and 
improvements, both private and public. 
On the part of the average person, how- 
ever, there is a certain feeling of con- 
cern that business is not by this time 
again swinging along at the typical 
American gait—which means a gain of 
100 per cent a year. 


Consider the World Situation 


OSSIBLY one reason for this at- 
titude is the mistaken belief that the 
slump following the stock market col- 
lapse would last only a few weeks. That 
might have been true if the readjust- 
ment in this country had not been com- 
plicated by an unfavorable world-wide 
situation, brought about by falling com- 
modity prices and a general slowing 
down of business. In many foreign coun- 
tries there had been for several years a 
rather excessive expansion in the capac- 
ity for production of both raw materials 
and manufactured goods. In attempting 
to peer ahead for what may be in store 
for American business in coming months 
it is therefore necessary to consider also 
the world situation of which we are part 
and parcel. 
An interesting difference of opinion is 
found among the forecasts that are be- 
ing expressed at the present time. One 


school of thought is deeply pessimistic, 
recalling the dire prophecies of certain 
noted economists that the culmination of 
the post-war expansion would bring a 


severe, long-lasting and world-wide de- 
pression. 

The other school expresses a much 
more hopeful view, reasoning that the 
stabilization of commodity prices at 
lower levels may be expected to bring a 
prompt resumption of activity, that 
cheap money is a tried and proven 
stimulant to the building industry, the 
bond market and new enterprise gen- 
erally, that the lack of a customary sea- 
sonal expansion in March and April 
means that the benefits of this expan- 
sion will be carried over into the coming 
months,—in short, that genuine recovery 
in business is just around the corner. 
Some of the observers in the optimistic 
class even state that during the last 
few weeks a quickening of activity has 
taken place and that the skies may be 
expected to clear any day. 


Production Is Held Down 


TATISTICS covering the first three 

months of the year, and preliminary 
reports for April, show that most of the 
major industries have been operating 
materially below the rate of a year ago, 
in some lines running as much as 50 per 
cent below. The automobile industry, 
which probably has a greater effect on 
general business than has any other, is 
following quite a different policy than a 
year ago. Not only in contrast with 
1929, but using an average of the past 
several years, the present policy is still 
very conservative, in that production so 
far in 1930 has been under the average 
of recent years, yet at the same time 
the retail sale of cars by dealers has 
been running above the average of 
previous years. Of course this has 
strengthened the trade situation and 
helped clean up the stocks of new and 
used cars in dealers’ hands last fall, 
which were rather large, but some 
authorities say that the stocks now have 
been reduced too low for comfort,—that 
many dealers do not even have a full 
line of the different models and that 
any marked pick-up in buying would im- 
mediately disclose a shortage of cars. 
Such a condition should be pleasing to 
the executives of the manufacturing 
companies, and certainly it is a novel 
one for the motor industry, but it has 
been attained through operating on part- 
time schedules. Registration figures show 
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Banking Situation Is Strong and 
Stock Speculation and the Bond Prospect. 


that Ford and Chevrolet have been doing 
quite well and that these two makes ac- 
count for a very large proportion of the 
total production, with the decrease in 
the higher priced cars being correspond- 
ingly severe. 


Steel Industry Goes at a 
Good Rate 


HE steel industry is still operating 

at a fairly good rate, and the present 
mild recession in business, appears to be 
the first on record in which the steel 
industry was not promptly and drastical- 
ly curtailed. No one can say that the 
earnings reports for the first quarter of 
the United States Steel Corporation and 
other large steel companies made a 
poor showing, and it is interesting to 
note that the chairman of the Steel Cor- 
poration, when giving out the figures, 
said: 

“In 1930, to the close of the first quar- 
ter new business booked has slightly 
exceeded in tonnage the current ship- 
ments. At the present time the plants 
are operating at about 80 per cent of 
capacity. The present indication is that 
this ratio will be fairly well maintained 
through the second quarter, and while it 
is impossible to estimate at the moment 
as to the third and fourth quarters, the 
general indications are that there will 
be a satisfactory volume of business dur- 
ing the last half of the year.” 

Cn the whole, it appears that the cur- 
tailed rate of activity in manufacturing 
industries so far this year has been the 
wisest course that could possibly have 
been followed. The steel and automobile 
industries, by holding down production 
to the current demands from consumers, 
have maintained a healthy trade condi- 
tion and doubtless stabilized the trend 
of operations over the next several 
A moderate but fairly even 
pace is really more desirable than a rapid 
seasonal expansion followed by a forced 
contraction, and manufacturing general- 
ly would be well advised to guard 
against resuming capacity operations too 
soon in the belief that business recessions 
of this sort always disappear in a few 
months. There is no doubt that busi- 
ness is improving and that underlying 
conditions are shaping themselves for 
an expansion eventually, but false starts 
followed by setbacks should be avoided. 


‘ 
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Retail Trade Is Better 


ROM the first of this year up to the 

week preceding Easter, reports on 
retail trade were not very pleasant read- 
ing. Of course it was anticipated that 
there would be some shrinkage in pur- 
chasing power as a result of the stock 
market episode of October and Novem- 
ber, but its full effect was not felt in 
the month of December, this being due 
to the disbursement of the Christmas 
Club funds that in recent years have 
grown to huge dimensions, and also to 
the natural desire of people that, re- 
gardless of stock market prices, they 
were not going to have their Christmas 
and that of their children spoiled. 

The noticeable faliing off in sales 
came in January, and was repeated in 
February and again in March, the show- 
ing for the latter month being par- 
ticularly hampered because of unsea- 
sonably cold weather and the fact that 
Easter came nearly a month later this 
year than last. Since the middle of 
April the sales figures given out by 
some of the chain stores show a marked 
improvement, and if the slow recovery 
in general business becomes accelerated 
as the year goes on there is no reason 
why retailers should not do a very satis- 
factory volume for the year as a whole, 
especially since 60 per cent of the year’s 
business is done in the last half. 

That there is a “wave of economy” 
sweeping the country, however, cannot 
be denied. It is to some extent merely 
psychological, and many people who have 
plenty of money to spend are not spend- 
ing it because the feeling of economy is 
in the air. It is hardly conceivable how 
such a complete change could have come 
about from the state of mind that pre- 
vailed only a few months ago, when 
people in nearly all walks of life were 
moving into larger houses, buying new 
automobiles and not only talking in large 
figures but actually having the cash and 
spending it. 

Employment has picked up since Feb- 
ruary and is expected to increase as road 
building, residential and general con- 
struction work gets more fully under way. 
The bread lines and soup kitchens are 
disappearing from the cities. It is esti- 
mated that more than one-half of the 
number of unemployed were let out by 
the automobile and building industries. 


Prices are Stabilizing 


HE severe decline in commodity 
prices that has been going on during 
the past several months not only in this 
country but throughout the world ap- 
pears to have pretty thoroughly run its 
course, and this Will be an important 
factor in the upturn of business. 
Wheat prices were around $1.30 at the 
beginning of the year, from which they 
declined moderately during January and 


February, then in March went to around 
the dollar level, from which they rallied 
10 cents and again declined to the low 
point. Corn, which last summer got up 
to around $1.15, opened the year at 85 
cents, declined to 75 cents in March, 
rallied to 85 cents in April and closed 
the month around 80 cents. Oats opened 
the year around 57 cents and in the 
March slump touched 50 cents but rallied 
and still are above 55 cents. Hog prices, 
which had such a severe decline last 
year, from better than $11.50 per cwt. 
to $9.00, opened the year around $9.50 
and moved just oppositely to the grains, 
getting up to around $10.75 and at pres- 
ent being slightly under $10. Steer 
prices have fluctuated only moderately 
this year between $14 and $13 and at 
this writing are still above the latter 
figure. Hide prices, however, are still at 
the bottom, and the present quotation of 
14 cents per pound contrasts with the 
run-up to 19% cents last summer and to 
25 cents in May two years ago. 

In the movement of metal prices the 
feature of the past month was of course 
the slash in refined copper from 18 cents 
per pound to 14 cents, and there is even 
talk of a further cut to 12 cents. It will 
be recalled that in the spring of last 
year the price of copper had a swift rise 
that carried it to 24 cents, then a pre- 
cipitate drop to 18 cents at which level 
it was virtually “pegged” by establish- 
ing this as the export price of the Cop- 
per Exporters Association, the inember- 
ship of which includes a large share of 
the copper production in North and 
South America. Such a combination 
for export selling is specifically legalized 
by the Webb-Pomerene Law passed sev- 
eral years ago, and the effect of the fixed 
export price was to establish practically 
the same price for domestic sales. 
is no need here to go into the question 
as to whether or not the 18 cents price 
was justified, and the important fact is 
that the attempt to hold up copper in 
the face of declining business activity 
and declining prices for other commodi- 
ties proved a failure. It may now be 
added to the growing list of abandoned 
attempts to control prices of various 
commodities in this country and else- 
where. The General Electric Company 
has just announced reductions of 3 to 5 
per cent on a large class of apparatus 
in recognition of the lowered cost of the 
copper used in its manufacture. Prompt 
actions such as this may be expected to 
stimulate business and are by no means 
to be thought of as mere gestures. 

Steel prices as measured by the aver- 
ages of a number of finished products 
have been slightly lowered this year and 
there appears to be a good deal of ner- 
vousness in the trade that a much larger 
cut is impending. For several years 
steel prices have been so reasonable that 
the excellent profits of the large com- 


There . 


panies have been attained only by run- 
ning at full capacity and by having spent 
hundreds of millions of dollars in re- 
building and modernizing plants. The 
talk of a price-war doubtless arises from 
the belief that the Steel Corporation, 
noted for its “Live and let live” policy, 
is now having its markets for certain 
products and in certain localities chal- 
lenged by the creation of much larger 
independent units through merger, such 
as Republic Steel and National Steel, and 
particularly by the acquisition of 
Youngstown by Bethlehem. The recent 
cut of $4.00 per ton in pipe prices by 
the National Tube Company, subsidiary 
of the Steel Corporation, was in some 
circles taken as a blow aimed at Youngs- 
town, a large part of whose production is 
pipe. 

Prices generally show a mixture of 
fluctuations upward and downward, and 
most of them are well below the level 
of a year ago or at the beginning of this 
year, and not much above the low of this 
year, yet the fact that rallies have oc- 
curred or that the decline has been halted 
is highly significant. This is true of 
wool and cotton, lead, zinc and tin and 
also rubber. Attention should be called 
to the oil industry, where moderate price 
increases have occurred in both crude 
petroleum and gasoline, and the statis- 
tical position of the industry, with its 
steady gain in demands for consumption, 
inspire confidence that its problem of 
surplus production will solve itself if 
only given time. 


Bank Loans and Investments 
Increase 


HERE have been no very important 

changes in the banking situation dur- 
ing the past month. Money rates con- 
tinue easy, with commercial paper and 
call loans both ruling around 4 per cent 
in marked contrast with the tight rates 
prevailing a year ago. 

Weekly statements. of the reporting 
member banks show a continued increase 
in total loans and investments to around 
$22,750,000,000 compared with about 
$22,000,000,000 at the year’s low point 
which occurred at the end of February. 
Combined loans and investments at the 
present time are about $500,000,000 
above the same date last year, which 
may appear surprising in view of the 
talk about bank credit having been dras- 
tically liquidated and there being no de- 
mand for loans. 

If this total be broken down into its 
three classifications, however, it will be 
found that commercial loans, at around 
$8,500,000,000 have declined steadily for 
four months and are at the low point 
of the year; they are also below the same 
date of either 1929 or 1928. Collateral 
loans, on the other hand, at $8,500,000,- 

(Continued on page 1098) 
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Back to His Old-Fashioned Girl 


AMERICAN BANKERS ASSOCIATION JOURNAL 


HowLong.... 
How Pleasant . 
How Profitable 


WILL YOUR COURTSHIP BE THIS TIME? 


hore exist , investment interest in bonds is increasing. Unquestionably, 
there exist real opportunities of profit in the bond market right now—for 
the banker scientifically equipped to take advantage of them. 


Frankly, your experience this time will depend very 
largely— 


Ist. Upon you 
2nd. Upon how you tackle the job 


3rd. Upon your facilities for carry- 
ing through on the task. 


The first consideration—" YOU“ —we will pass over 
without comment. For you, yourself, are well able to 
take care ot that feature. 


The second premise—“HOW YOU TACKLE THE 
JOB”—might well be patterned upon a report re- 
cently released by the American Bankers’ Associa- 
tion. This study “Safety and Profit in the Bank's 
Investment Account” offers definite recommendations 
for the banker who would make money in bonds. 
We will be glad to mail any executive a copy gratis. 


The third contingency—"“YOUR FACILITIES FOR 


STANDARD 


STANDARD SERVICES 


Published and Distributed by 


REMOVE THE DOUBT 


SERVICES 


STANDARD STATISTICS CO., Inc. 


The Largest Statistical Organization in the World 


200 Varick Street, New York 


When writing to advertisers please mention the American Bankers Association Jourral 


CARRYING THROUGH“—is the most important of 
the three. Obviously, unless you are properly 
equipped, no amount of desire plus knowledge will 
net you very great returns. 


So, we are prepared to complete the happy trinity 
—lend you a “piece of machinery’—STANDARD 
BOND INVESTMENTS—which will enable you to 
put into practice, with your own account, the 
constructive policies of the American Bankers’ 
Association. 


Then, if after a free trial you wish to continue with 
the service—only $12.50 per month—all well and 
good. If not, we will even forward postage for its return. 


How long...how pleasant...how profitable will 
YOUR courtship of the bond market be this time? 
That question leads us back to our first consideration 
—"YOU"—then down to this little coupon. Now, it's 
up to you! 


STANDARD STATISTICS COMPANY, INC. BJ 25 
200 Varick Street, New York City 


Please send me the “Safety and Profit’ pamphlet, and lend me a 


copy of the Standard Bond Investment Service, for a couple of weeks. 


ular subscription basis or ask you to send postage for it. 


Street and number. 


City and state 


At the end of the trial period, I will either retain the service on a reg- 
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Condensed Statement of Condition, 


March 27, 1930 


Che 
Cleveland 
Crust Company 


58 Banking Offices in and near Clevelana 


RESOURCES 


Cash on Hand and in Banks . $ 30,959,654.31 
U. S., State, Municipal and Other Bonds and 


Investments 34,917,232.15 
233,041,035.28 


6,999,245.05 


Loans, Discounts and Advances 
Real Estate and Banking Houses . 


Interest and Earnings Accrued and Other 
Resources... . 2,151,882.17 


Customers’ Liability on Letters of Credit and 
Acceptances Executed by this Bank 8,438,963.29 


Total . . . $316,508,012.25 


LIABILITIES 


CapitalStock. . . 
Surplus and Undivided Profits 12,756,495.70 
Reserve for Taxes, Interest, etc. . . 2,287,558.58 
Dividend Payable April 1,1930 . ... . 414,000.00 
Deposits . . . .... . . . « 278,108,872.46 
Other Liabilities . . ........ 702,122.22 


Letters of Credit and Acceptances Executed 
for Customers 


- $ 13,800,000.00 


8,438,963.29 
Total . . . . $316,508,012.25 


Member Federal Reserve System 
Member Cleveland Clearing House Association 


Gold an Innocent 


Bystander 
(Continued from page 1023) 


after the collapse of the stock market 
in New York, credit became easier in 
all countries and, at the present time, in- 
terest rates in most countries in Europe 
and in the United States are lower than 
they were during the past four years. 
That there is no relationship between 
the monetary stock of gold and the 
movement of commodity prices may also 
be seen from the fact that, while the 
monetary stock of gold in the United 
States increased by nearly 200 per cent 
from 1920 to the present time, commod- 
ity prices have remained more or less 
stable. 

One may, therefore, conclude that 
while in the long run a shortage of gold, 
or too large a supply of gold, may have 
a serious effect on commodity prices, the 
movement of prices during the past few 
months cannot be ascribed to the short- 
age of gold. 


Can Prosperity Be Built 


on Waste? 
(Continued from page 1019) 


capital would lose, but capital would lose 
more. But if the slowing down is the 
same in all competing plants in an entire 
industry, the case is different. In such 
a case, the slowing down will harm none 
more than the others. All will gain or 
lose alike from this source. 


Everybody Stands to Lose 


F the slowing down were not limited 

to one industry, but extended to all, 
there would be less produced for every- 
body. Capital, that is, machines, en- 
gines, buildings and everything else 
would be correspondingly slowed down. 
There would be no reason why any fac- 
tor should get either a larger or a 
smaller share of the diminished product. 
Labor and capital would share equally 
in‘ the losses as well as in the gains 
from the slowing down process. 

When we come to consider the results 
of shortening the working time, there 
is one possibility which does not exist 
in the case of slowing down. If the 
reduction of the number of hours of the 
working day makes possible a double 
shift where only a single shift had been 
possible before, capital may be made to 
work longer hours while labor works 
shorter hours. If the hours of the work- 
ing day are reduced from eight to six, 
and if the men then work in double 
shifts, capital will now be working 
twelve hours a day instead of eight. To 
turn out a given product may require 
more men when they work only six 
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hours a day, but it will take less capital 
when it works twelve hours a day. 
This would either increase the demand 
for men, or reduce the demand for capi- 
tal, or both. The result would be to 
give labor a slightly larger, and capital 
a slightly smaller share of the product. 


Mrs. O’Leary’s Cow 


F shortening the working day is not 
| see by an increase in the 
number of shifts, the general results 
would be the same as in the case of a 
slowing-down of speed. 

There really seems to be no reason for 
believing that any form of waste can 
ever be of any positive economic ad- 
vantage to any nation. It is true that 
if goods are destroyed rapidly, labor 
and capital may be kept busy replacing 
them. But if goods are destroyed rap- 
idly there will be less with which to 
reward either of them than there would 
be if goods were conserved as carefully 
as their beneficial use would permit. 
The doctrine that the wholesale destruc- 
tion of goods is beneficial would lead 
to the encouragement of arson, war and 
other destructive agencies. If that doc- 
trine should spread far enough, Mrs. 
O’Leary’s cow may yet find a place 
among the constellations. 


Investment Affiliates 
Thrive 


(Continued from page 1028) 


San Francisco; The Marine National Com- 
pany of Seattle; The American National Co. 
of San Francisco. 


Majority Like Pro Rata Plan 


HE most common of the above 

methods is the first. Of thirty-six 
large investment companies, fairly rep- 
resentative of the United States, twenty- 
two are organized in accordance with 
this type; nine are carried as an invest- 
ment of the affiliated bank or trust com- 
pany, and five are affiliated through hold- 
ing company control. 

Direct, or subsidiary, ownership of the 
investment company (No. 2 above) is 
confined to state institutions and is by 
no means generally allowed even under 
state law. National banks, and banks 
organized under the laws of many states, 
are prohibited from owning stock in this 
class of corporation. This accounts for 
the greater number formed under the 
pro rata type of organization. Indentity 
of ownership is achieved and preserved 
easily by placing the stock of the com- 
pany with trustees on behalf of the 
bank’s stockholders. Ownership is then 
evidenced by indorsement on the bank’s 
stock certificate. The-third class of re- 
lationship is found ordinarily only in 
connection with group banking. 

In a few companies no atttempt is 
made to assure identity of ownership. 
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YOUR CHECKS TALK ABOUT YOU 
BEHIND YOUR BACK 


/ 


The public’s chief contact with your bank is through your. letters, 
drafts and checks. You can control the appearance of the forms 
you use, but it is your customers who are entrusted with the 
checks that carry an impression of your standing far and wide. 

Checks, therefore, take first rank when you consider the 
prestige of your bank. And when you have your checks made on 
La Monte National Safety Paper, you have placed in your cus- 
tomers’ hands the best representatives you can command. 

La Monte Paper is safe, durable and dignified. Its wide range 
of color and the effective way your emblem or slogan may be 
embodied in the paper offer you unusual advertising possibilities. 
La Monte National Safety Paper will help you impress the public 
with the pride you have in the spirit and character of your bank. 

George La Monte & Son, 61 Broadway, New York City. 


MONTE. 


NATIONAL TY 


FREE—An unusual sample book 


of checks, E-], made on La Monte 


PAPER 
Po E OKs 


National Safety Paper. 
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John Doe Buys Railroads 
(Continued from page 1025) 

in transportation continue to be satisfac- 

tory. 

Finally, it may be written that both in 
railroad operating circles and in the per- 
sonnel of banking groups long identified 
with the financing and management of 
carriers, there are some very real doubts 
as to the future of a Government-drafted 
plan for wholesale, nation-wide railroad 
consolidation. Experienced and far- 
sighted men at the head of railroad af- 
fairs regard given rail systems as the 
resultant of processes of growth, jus- 
tifying themselves through the years by 
the test of return on investment. There 
has been a continual march toward rail- 
road consolidation in the United States 
ever since operators of vision grasped the 
possibilities of linking the short bits of 
first laid track into through trunks. The 
present-day Pennsylvania and New York 
Central are the survivors of literally 
scores of tiny and once independent rail- 
road structures which were swallowed up 
as the trunk lines expanded, concededly 
to the advantage of the public, stock- 
holders and workers. 


Fipetrry Trust Company 
Or New York 


Wise Mergers Have Survived 


VEN so, rail history furnishes more 
than one instance of ambitious con- 
solidations which failed to justify them- 
selves by survival. Observed from this 
point of view, the operations of the new 
holding companies look to be aligned with 
natural tendencies—more so, some be- 
° ° ° lieve, than the artificial and rigid scheme 
The Fidelity Trust Company of New York City | tne ‘interstate Commerce Commission 
has drawn up for general consolidation. 
: Secondly, it is also apparent that the 
2 nOoW Aa member of the holding company operators are armed 
with cash and credit adequate to suit the 
demands of the gigantic plans which they 
MARINE MIDLAND are maturing. And the Government plan 
—legal and authorized though it be—is 
in no wise backed by capital. It can ad- 
GROUP OF BANKS vance only to the degree that the owners 
of railroads and their advisors allow. 
Thus, for the time being, there is some- 
thing approaching a deadlock in the 
whole matter. Here again, it can be con- 
cluded, there is much public apathy; and 
there exists a sound and generally prev- 
alent public opinion that unlimited time 
can be afforded the railroad world and 
its Government regulators to adjust 
views and operations—for the United 
States is getting good, cheap, and suffi- 
cient railroad service regardless of all 
these subsidiary differences. 


A Five-Year Experience 


; . “Our own five-year experience,” writes 
Combined Resources over $ 500,00 0 000 a prominent Virginia banker, “convinces 


us that it will pay any bank to send the 
JOURNAL to all its employees each 
month.” Ask about the JoURNAL Group 
Subscription Plan. 
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Safe Deposit Service 
(Continued from page 1038) 


recently reported on its campaign for 
increased rates. Its small boxes were 
renting at $3 per year. After some pre- 
liminary educational work a letter was 
sent to its customers advising that there 
would be an adjustment of rates all along 
the line. The small box went to $5. 

Little opposition was encountered. The 
result in this particular case was a loss 
of less than 1 per cent in number of 
boxes rented and an increase in income 
of over 44 per cent, and this bank had 
competitors renting at a lower price. 
What was done in this case can be done 
in others. If customers realize that they 
are getting value for what they pay they 
will not quibble over a few dollars a year. 
Some safe deposit officials feel that no 
increase can well be made on the small 
boxes, but that increased revenue should 
come from the larger ones. The experi- 
ence of the bank mentioned showed that 
the small box would stand a higher rate 
and there is no good reason why the price 
of the larger box should not be increased 
too if the present rate is too low. 


Profit Problem An Old One 


HAT one bank has done can be 

done by others after proper prepa- 
ration in the way of informing the cus- 
tomers of the necessity for making the 
increase. The question of adequate re- 
turn has long been before vault officials 
and will have serious consideration in the 
program arranged for the annual meet- 
ing of safe deposit managers to be held 
in Boston on May 238 and 24. So long 
as we are willing to run our safe de- 
posit vaults at little profit or even at a 
loss, whether on the plea of service or 
advertising or because they are regarded 
as feeders for the bank, little can be done 
in the way of putting the rates on a 
fairer basis. 

When officials realize that their vaults 
should and could make a return com- 
mensurate with what they offer in the 
way of protection and service and when 
further they consider the liability they 
assume then rates will be raised. It will 
be found that customers, at least in the 
very great majority of cases, will accept 
the decision as eminently just. There 
will be some objectors without doubt, but 
they will be for the most part customers 
who never would be missed. In the long 
run the business would be put on a 
stronger basis and that is what is de- 
sired. 


Are your directors included in the ten 
thousand who are keeping abreast of the 
important new banking developments 
through the Journal? If not, write for 
particulars of the successful Group Sub- 
scription Plan, now in operation in 1521 
banks. 
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PARTIAL LIST OF STEELCRETE INSTALLATIONS 


Nashville Branch of 
Federal Reserve Bank 
of Atlanta, Nashville, 


enn. 
New Orleans Branch of 
Federal Reserve Bank 
of Atlanta, New 
Orleans, La. 
Jacksonville Branch of 
Federal Reserve Bank 
of Atlanta, 
Jacksonville, Fla. 
Baltimore Branch of 
Federal Reserve Bank 
of Richmond, 
Baltimore, Md. 
Buffalo Branch of 
Federal Reserve Bank 
of New York, 
Buffalo, N. Y. 
Federal Reserve Bank 
of New York, 

New York, N. Y. 
Mitsui & Company, 
Tokyo, Japan 
Royal Bank of Canada, 
Montreal, Canada 


Bank of Hawaii, 
Honolulu, T. H. 
First National Bank, 
Montgomery, Ala. 
Title Insurance & 
Trust Co., 

Los Angeles, Cal. 
Second National Bank, 
Washington, D. C. 
Lincoin Trust & Sav- 
ings Bank, Chicago, II. 
Virginia Avenue State 


ank, 
Indianapolis, Ind. 
Federal Land Bank, 
Louisville, Ky. 
Canal Bank & Trust 
Company, 

New Orleans, La. 
First National Bank of 
Boston, Boston, Mass. 

Bank of Detroit, 

Detroit, Mich. 
City Bank of Kansas 
City, Kansas City, Mo. 
South Side Trust Co., 

St. Louis, Mo. 


Washington Trust Co., 
Newark, N. J. 
Brooklyn Trust Co., 
Brooklyn, N. Y. 
Frontier Nat'l Bank, 
Buffalo, N. Y. 
Home Savings Bank, 
Albany, N. Y. 
UnitedStatesTrustCo., 
New York, N. Y. 
Jefferson Standard Life 
Ins. Co., 
Greensboro, N. C. 
First National Bankand 
Trust Company, 
Springfield, Ohio 
Exchange National 
Bank, Tulsa, Okla. 
Allegheny Title & Trust 
Co., Philadelphia, Pa. 
Monongahela National 
Bank, Pittsburgh, Pa. 
National Life & Acci- 
dent Insurance Co., 
Nashville, Tenn. 
Nat’! Bk. of Commerce, 

Milwaukee, Wis. 


NOW UNDER CONSTRUCTION 


Royal Bank of Canada, Irving Trust Co., Germanic Safe Deposit 
Vancouver, B. C. New York, N. Y. Company, 
City Bank-Farmers Kansas City Federal New York, N. Y. 
Trust Co., Reserve Bank, 
New York, N. Y. Kansas City, Mo. 


For These Institutions 


ONLY POINT 


BANK VAULT 


PROTECTION 


will do! 


The list of Steelcrete Bank Vault owners includes not 
only many of the foremost financial institutions in the 
world, but hundreds of smaller banks and financial 
companies to which cost was naturally a business-like 
consideration. 

For Three Point Protection—against (1) Cutting 
Flame, (2) Drill, (3) Explosives—is economical pro- 
tection. At no greater cost than that of the small all 
steel vaults of other days, the banking house can now 
have a larger and stronger vault, built the Steelcrete 
way. Your local contractor does the construction under 
the supervision of your local architect, assisted by a 
representative of Steelcrete. Modern banking requires 
larger vaults. 

Send for Certified Endorsements from bankers and 
architects who thoroughly investigated before selecting 
the Steelcrete Bank Vault System. 


Around a dense skele- 
ton work of Steelcrete 
Units tied together 
with steel bars, concrete 
is poured—a complete 
unit doubly strong at 
corners and floors. 


CUTTING FLAME DRILL EXPLOSIVES 


THE CONSOLIDATED EXPANDED METAL COMPANIES 
Steelcrete Building, Wheeling, W. Va. 


Cleveland Philadelphia Pittsburgh Chicago New York Detroit 


Branches: Boston Buffalo 


OTHER STEELCRETE PRODUCTS FOR SAFETY 


FRAME BAR and Industrial Mesh for Window Guards . . . Industrial 
Mesh for — Guards and Partitions... Metal Lath and Accessories 
an. ed. Metal Concrete Reinforcement ... Welded Wire Fabric. 


| 
Vaults 
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Designing 
Engineering 
Construction 
and 
Equipment 
by 
Sr. Lours BANK 


AND 
EquipMEntT Co. 


Citizens 
National Bank 


Marietta 
Ohio 


(In Course of 
Construction) 


ANKS contemplating new buildings, or 
making certain changes in their present | 

building, are naturally interested in the ques- 
tion of cost. 


It is part of our “Preliminary Service” to 
quote a guaranteed maximum cost, in advance 
of the preparation of expensive working 
drawings and specifications. 


Our service, which includes complete Invest- 


ment Surveys, Architectural Design, Engi- 
neering, Construction and Interior Equipment, 
is fully explained in our Preliminary Service 
Booklet. Copy will be sent on request. 


An engineer to study your requirements and offer 
suggestions will be gladly sent without obligation. 


ST. LOUIS BANK BUILDIN 
AND. EQUIPMENT COMPANY 
Designers, Engineers and Builders for Banks 6xclusively 


CHICAGO + + + SAINT LOUIS + + + MEMPHIS 


JOURNAL 
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Young Plan’s Effect 


(Continued from page 1021) 


Concerned as we are, however, with the 
immediate future of our foreign trade as 
a prop for American prosperity, it can 
be said that the Young plan and prospec- 
tive commercialization of huge repara- 
tions payments postpones the necessity 
for solving this problem. 

On the other hand, what does concern 


us is the complex set of readjustments 
that we must face when European re- 
habilitation is completed and European 
industry becomes a more serious competi- 
tor in foreign markets. A great deal of 
attention has been given to this point, 


and yet a great deal of misapprehension 


exists regarding it. It has been con- 
tended that the restoration of European 
industry will result in the destruction of 
our foreign markets, and that our loans 
to Europe are suicidal because they pro- 
mote this restoration. This contention is 
based on a fundamental economic fallacy. 
As long as the world’s consuming ca- 
pacity is larger than its producing ca- 
pacity—and that will probably be for- 
ever—there will always be a market for 
all the goods that can be produced, pro- 
vided the right goods are produced and 
the right outlets are found. 


We Must Seek Customers 


UR problem in coming years will be 

to find the outlets. The demand for 
American capital and American com- 
modities in Europe will not be subject 
to the same urgent conditions that they 
have been in the recent past; and, as 
European industry gains in magnitude 
and efficiency, it will be more difficult for 
us to retain some of the foreign markets 
that were thrown into our laps as a re- 
sult of the economic paralysis in Europe 
due to the World War. By using all the 
productive and distributive facilities at 
our disposal, it will be possible for us to 
hold on to some of these markets. For 
the rest, we must seek new ones, not a 
few of which will be found in the re- 
stored Europe itself. 

Finally, there are the twin factors of 
shrunken commodity prices and a de- 
pleted gold supply which can be said 
partly to offset the®prospective stimulus 
to our foreign trade of reparations fi- 
nancing. When the price which a coun- 
try receives in the world markets for its 
principal article of export drops, the 
ability of that country to buy our goods 
decreases accordingly. Here again, the 
Young plan may prove a timely but tem- 
porary aid in stimulating the flow of our 
surplus capital into Germany, Germany’s 
creditors and the channels of world 
trade, thus offsetting to a degree the ad- 
verse effects of the commodity decline. 

The interdependence of prices and 
other economic phenomena is so com- 
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plex that attempts to establish a cause- 
and-effect relationship between them 
have led to much controversy. There are 
three classes of influences affecting the 
general level of prices, all operating at 
the same time; namely, the immediate 
influences existing within a current busi- 
ness cycle, those growing out of the set- 
tlement of international balances, and 
those resulting from the long-term secu- 
lar movement of world prices. The pres- 


ent decline in commodity prices is mostly 
a result of the first of the three and, as 
such, is not to be regarded as a departure 
from the general movement of commodity 
prices since the post-war deflation. 

The stringent credit situation abroad, 


which was brought about partly by credit 


difficulties in several foreign countries 
and partly by the absorption of credit 
in American speculative markets, has 
been somewhat eased; but the improve- 
ment has not been in effect long enough 
to bring about a readjustment of prices. 
The lack of support of values on specu- 
lative commodity markets because of in- 
sufficient capital has also contributed to 
the fall in prices of some staple com- 
modities. 

The intensive and extensive cultiva- 
tion of crops, both at home and abroad, 
has greatly increased the supply of some 
agricultural products and corresponding- 
ly decreased their prices, a situation that 
is well illustrated by the decline in wheat 
prices. Also, several of the belligerent 
countries have been recovering rapidly 
from the effects of the war; and, while 
this may not have been reflected in the 
prosperity of individual workers because 
the process necessarily involves low 
wages, it has, nevertheless, had its in- 
fluence on total world production. 


Supply Snubs Demand 


HE severe competition resulting 
from the maladjustment of supply 
and demand in the world’s markets has 
affected prices not a little, and the com- 
modities on which a few nations are al- 
most totally dependent have fallen in 
some instances below the cost of produc- 
tion. Only an increase in the prices of 
these commodities in the near future can 
prevent a few countries from facing a 
very unfortunate situation. However, a 
partial readjustment, at least, is looked 
for not too far in the future; for the 
certain operation of the laws of supply 
and demand must soon discourage pro- 
duction of those commodities whose 
prices have been most seriously affected. 
In fact, economists throughout the 
world appear to be a great deal more 
concerned over the long-term trend of 
commodity prices. The tendency for 
goods to flow to the countries with the 
highest prices and the subsequent 
changes in exchange rates growing out 
of the settlement of international bal- 


Only the Best 
is Good Enough 


The facilities provided for 


the service of our corre- 


spondent banks are based 
upon two fundamental con- 
siderations: 


Complete provision for every 
banking need. 


Promptness and efficiency in 
methods, systems, and equip- 


ment. 


In plain language this means 
we are organized and 
equipped to offer you, and 
upon the most favorable 
terms, the best of everything 
the out-of-town bank may 
require of its city corre- 
spondent. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus - - - - $50,000,000 
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This Fascinating Game 
Cailed Business! 


IF there is one inspiring element, more notice- 
able than another in present-day Business, 
which lifts it to a more human plane, it is the 
element of Sport! Not sport as a recreation, 
diversion or pastime, but sport as a Game. The 
human game of building men and things to 
the service of man. 


Ask any successful business man the game he 
likes best. Invariably the answer is, ‘““My Busi- 
ness.”’ He is playing the Game. No little white 
ball holds his eye so intently; no gun or rod, blue 
water or trackless sky, call to him so deeply, 
mentally or physically. The records he breaks 
are those set by his Budget :—Costs, Sales, In- 
ventory, Turnover. His medals—profits, and 
the knowledge he has played the game well. 


It’s a Great Game—Business! Some weaken, 
but The Game goes on. Modern Accountancy 
equips this Business Game, holds the stop-watch 
of accomplishment and sets the goal ever higher. 


ERNST & ERNST 


ACCOUNTANTS and AUDITORS 
SYSTEM SERVICE 


AKRON DALLAS INDIANAPOLIS NEW YORK SAN FRANCISCO 
ATLANTA DAVENPORT JACKSON, MISS. OMAHA SEATTLE 
BALTIMORE DAYTON KALAMAZOO PHILADELPHIA TAMPA 
BIRMINGHAM DENVER KANSAS CITY PITTSBURGH TOLEDO 
BOSTON DETROIT LOS ANGELES PORTLAND, ME. TULSA 
BUFFALO ERIE LOUISVILLE PROVIDENCE waco 
CANTON FORT WAYNE MEMPHIS READING WASHINGTON 
CHICAGO FORT WORTH MIAMI RICHMOND WHEELING 
CINCINNATI GRAND RAPIDS MILWAUKEE ROCHESTER WILMINGTON, DEL. 
CLEVELAND HOUSTON MINNEAPOLIS ST. Louis WINSTON-SALEM 
COLUMBUS HUNTINGTON, NEW ORLEANS ST. PAUL YOUNGSTOWN 
SAN ANTONIO 


ances give to prices a world significance 
over a long period of time. Many emi- 
nent economists, although disagreeing on 
several minor points, appear to agree on 
the fundamental belief that commodity 
prices will undergo a downward trend 
during the next several years. In gen- 
eral, the chief premise supporting this 
view is that the rate of gold production 
has not been keeping pace with the in- 
crease in the need for money created by 
a more than proportionate increase in 
world trade. Granting this premise and 
accepting the several arguments ad- 
vanced in support of the view that the 


rate of world gold production will not 
increase, one may still doubt the absolute 
certainty of a secular decline in world 
price levels. 

While there is a sound basis for the 
theory that changes in the gold supply 
affect the level of prices, other things re- 
maining the same, there is no assurance 
that other things will remain the same. 
In fact, there are a few clear indications 
that they will not remain the same, chief 
among which, as I have aimed to suggest, 
is the Young plan and the powerful in- 
fluence it promises to exert on interna- 
tional trade and finance. 


New Hudson Bay 
Railroad 


(Continued from page 1030) 


for by the geographic location of Win- 
nipeg. The distance from Edmonton to 
Liverpool, by way of Hudson Bay is 
about 1000 miles less than the distance 
by the lake and river route. The rea! 
advantage of the Hudson Bay Railroad 
to the producers of western Canada lies 
in the short rail haul and in the ocean 
trip. 


May Affect United States 


HE Hudson Bay Railroad is only 510 

miles in length, but it may bring 
about a revolution in the transportation 
map of half of the North American con- 
tinent. Not only does the new traffic 
route affect Canada but it may be found 
to affect several of the states. A circle 
with a radius of 1600 miles with 
Churchill as the center, includes North 
Dakota, South Dakota, Minnesota, Wis- 
consin, practically all of Montana, and 
parts of Wyoming, Iowa, and Nebraska. 
This is the great cereal producing region, 
with tremendous production of hogs and 
dairy products. Whether products from 
this rich region of the United States can 
be routed north instead of east remains 
to be seen. But there is no doubt that 
railroad lines will be built from the 
southern terminus of the railroad to 
Winnipeg and to the Pacific Coast in an 
effort to develop traffic and thus help to 
assure the success of the project as a 
whole. 

The wide-flung empire which is to be 
opened up by the construction and opera- 
tion of the Hudson Bay Railroad will not 
be densely populated, it will not be 
farmed extensively, and perhaps never 
will be industrialized. But it will be 
amazingly rich, made so by a new race 
of men, pioneers, adventurers, builders; 
men like the old-time Americans, men 
like the frontiersman of every age. 

For centuries the Hudson Bay region 
has been famous for its furs and for the 
fortunes it has made for adventurers. In 
comparatively recent years the mineral 
wealth of the region has become in- 
creasingly important. Evidence has been 
forthcoming that in the structure of the 
great region will be found one of the 
world’s largest storehouses of the pre- 
cious metals and other mineral wealth. 
The water power resources of the region 
are known to be very great. 


Water Power and Fish 


HE Dominion Water Power and Rec- 

lamation Service has estimated that 
in the area tributary to Hudson Bay the 
horsepower available under conditions of 
ordinary flow exceeds 5,000,000 and the 
survey is by no means exhaustive. Up 
to the present time commercial fishing 
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operations have been restricted to those 
waters within economic range of ship- 
ping facilities. The fish resources of the 
revion are not known and no attempt has 
been made to develop them. Through- 
out the whole Hudson Bay region fish 
form a staple and dependable base of 
diet for the native population and to a 
marked extent for white men as well. 

The chief characteristic of the coun- 
try through which the new railroad 
runs, extending from the northern limit 
of the old Province of Manitoba to 
Hudson Bay, is the muskeg, which name 
is universally used to designate what 
would otherwise be called “wet barrens,” 
such as are found in the Lake Superior 
country and in Nova Scotia. The thick- 
ness of the muskeg is from a few inches 
along the rivers and lakes to six feet 
and upward in the lower swamps. The 
plain so formed is nothing but deep sea 
clay deposited there following the dis- 
appearance of the glaciers in prehistoric 
times. Underlying the entire region is 
an unknown depth of the oldest rocks 
known to science. 

The Hudson Bay Railroad has no sharp 
curves and no difficult grades. The high- 
est point on the 510 miles of track is 1200 
feet and the lowest is practically sea 
level at Churchill. The route follows a 
natural valley most of the way, with an 
elevation of 820 feet at the southern end 
and twenty feet at the northern end. In 
approximately 400 miles through this 
valley there is a difference of altitude of 
only 800 feet. As the railroad opens up 
a country and extends facilities for the 
transportation of heavy materials, it may 
be expected that important river and 
lake traffic will be established on several 
of the streams and lakes along the route, 
on which the canoe was the only sort of 
craft seen until the tracklaying crew 
came near. 


Government Owns Town 


suddenly appears as 
the place at which during the next 
few years the largest port development 
is to be made. And Churchill lends itself 
readily to the construction of railroad 
terminals, docks, warehouses, elevators, 
and trans-shipping equipment on a large 
scale. The townsite is government- 
owned, and will be protected against wild 
speculation. In its natural condition 
Churchill harbor has accommodation for 
three or four vessels with draught up to 
thirty feet and as many more with 
draught up to twenty-four feet. With 
dredging the harbor can be increased in 
size until any number of vessels, in rea- 
son, can be berthed. The mouth of the 
Churchill River is bottle-shaped, with 
the neck open to the sea, thus giving 
a natural land-locked harbor. The en- 
trance has a low water width of 1600 
feet, with 700 feet of the width having 
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We Design, Construct 
and Equip Bank Buildings 
under a Single Contract and 
are solely responsible for 
every phase of the project 
in detail, and for its success- 
ful outcome as a whole. 
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speedy, satisfactory and eco- 
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It is attested by the 
hundreds of banks we have 
served. 

Send for Portfolio of 
Photographs and Plans. 


a water depth of sixty feet or more. 
Rocky cliffs forty to seventy feet high 
inclose the harbor, which is six miles in 
length and one to two and a half miles 
in width at low water. 

After a generation of effort, the 
children of the farmers of the prairie 
provinces who began the fight for the 
Hudson Bay route, have seen the first 
train follow the rails from The Pas to 
Churchill. For many years a train 
known as “The Muskeg” served as best 
it could the people living along the route 
of the road to be. It made a round trip 
to rail head each month, or as often as 
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Designed, we and Equipped 
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BROTHERS 
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conditions would permit. Finally, late in 
September, 1929, the venerable train fol- 
lowed the steel to Churchill and to the 
shore of Hudson Bay. That was making 
transportation history, as surely as the 
voyage of Columbus made history. Along 
with the name of the famous train must 
go the name of the engineer, James 
Miller, who for fifteen years served in 
the desolate region as only pioneer 
engineers know how to serve, doing 
everything from repairing a leaky boiler 
to shoveling caterpillars from the rails 
so that his “train” might do its full part 
in the opening of a new traffic lane. 


1081 
—— 
| 
| 
| 
4 | 
| 
ves PASI 
: 
Be 


AMERICAN BANKERS ASSOCIATION JOURNAL 


May, 1930 


HE FASTEST FIGURING in the world is done 
on the Marchant 100% Electric Calculator. 
Automatic electric carriage shift now has been 


“I CAN LICK 


any figuring added to the Marchant's five big exclusive im- 
provements. A light tap on a key shifts the car- 
riage in either direction, one step or many. This 


problem with 
ONE HAND!" 


makes it possible to operate the machine with one 
hand, leaving the other free to record results. 


The Marchant also can be cleared of all figures, 
in the same way—electrically, instantly, without 
effort. 


These are only two of the many remarkable 
features of the 100% Electric Marchant, every 
one of which helps speed up figuring. 


You owe it to yourself, to your business, and to 
your profits, to bring your figuring into line with 
modern high-speed methods. Start by investigat- 
ing the Marchant at once. It is the only calculator 
that is 100% electric in all calculations. 


Phone our local representative or use the 
coupon. 
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exclusive improvements — Marchant Calculating Machine Co. 


Dept. 133 Oakland, California 
Please send me full booklet and information about 
OMarchant 100% Electric $125 Marchant Portable 
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| committee and which took away one of 
their most telling points of opposition 
was the insistence that the members of 
the group systems, at least those with 
fheadquarters in Minneapolis, have con- 
jtinued to be just as much independent 
unit banks, and as much local institutions 
‘as ever before. The witnesses described 
the systems with which they are con- 
nected as cooperative banking, where 
each member of the groups retains every- 
thing that it had before becoming a mem- 
ber, plus the added strength and support 
of the entire group. 

The Northwest banking executives did 
not claim that the type of group bank- 
ing which they had developed is either 
necessary or desirable in all parts of the 
country. They had no hard or fast con- 
victions on that point. They rather think 
branch banking as practised in California 
may be wholly suited for that state and 
that in other sections of the country it 
may be that the traditional system of 
unit banking may be successful. But in 
the Ninth Federal Reserve District at 
least, and in the Northwest and Middle 
West generally, they are convinced that 
‘it has been clearly demonstrated that the 
old style of undercapitalized and, they 
claimed, poorly managed independent unit 
bank is now antiquated and inadequate. 
It was pointed out, for instance, that in 
1919 there was one bank to every 750 
people in the State of North Dakota. In 
Cavalier County alone, in that state the 
number of banks was reduced from twen- 

’ ty-six in 1919 to five at present, and in 
resources from in excess of $5,000,000 
‘in 1919 to approximately $750,000 now. 


Call Group System Logical 


HE group banking movement is seen 

by the leaders of the two Minneapolis 
groups as a natural and logical develop- 
ment necessitated by banking and busi- 
ness conditions in that territory. They 
express the belief that the Northwest has 
a great business future; that it is rich in 
resources and capable of development un- 
der a proper banking system which they 
aver it never had before. They said that 
business had been handicapped by lack 


Federal Law Makers Hear Group Bankers 
(Continued from page 1034) 


communities unable to support a strong 
independent bank. It is in these dis- 
tricts, they contended, that the unit bank- 
ing service had proved most disadvan- 
tageous. But, they maintained, to thrust 
branch banking upon the people now be- 
ing served adequately by group banking, 
at this time would be most unhealthy 
for the present banking set-up which has 
placed the business of the Northwest ona 
sounder basis than ever before. 

Their position, briefly, is for unre- 


stricted group banking, with authority 
to extend branches to the small com- 
munities. They invite Federal supervi- 
sion, but members of the committee see 
no way of vesting such power in the Fed- 
eral authorities, as long as holding com- 
panies are under state charters. Such 
power, they contend, would have to be 
limited to the units in a holding company 
group which are under national charters. 

One of the surprises which the group 
bankers had in store for members of the 


pf proper banking facilities. If the pres- 
ent operations are permitted to continue 
they predict a new era for that region. 
Emphasis was placed vy both of the 
witnesses upon the fact that the share- 
holders and directors of the banks in the 
group have a tremendous local pride in 
the banks which they own and direct. 
The groups have found from the begin- 
ning not only a reluctance but a refusal 
on the part of local interests to sell 
their banks for cash. There has been no 
buying out of banks, rather has there 
been a buying into the holding company, 
they say. The same directorates, the 
same officers and the same management 
are continued. Indeed, the bankers de- 
clared, there is a requirement that at 
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least 75 per cent of the directors of the 
group members must be local. So far, it 
was claimed, they are 100 per cent local. 
There is no domination from the head 
office, no dictation of credit policies or 
forcing of loan decisions. 


Claim Public Approval 


T the same time while there is not 
Aap a continuance but an intensifi- 
cation of the local institution, they have 
found that there has developed along 
with it a tremendous enthusiasm for the 
new experiment in banking structure and 
banking service. 

The people of the Northwest, they say, 
believe in group banking because they 
have seen definite accomplishments at- 
tributable to it and because they look 
ahead to the time when the section west 
of the Mississippi and north of the Mis- 
souri will have a financial organization 
of its own strong enough to take care of 
the banking needs inside their region. 

The committee was told that the bank- 
ers of the Northwest foresaw a trend 
toward concentration of banking capital 
and the development of a new type of 
banking. They conscientiously developed 
the group system as it exists at present 
for the specific purposes of providing the 
territory served with an adequate bank- 
ing structure which could at the same 
time operate at a profit, and to prevent 
intrusion into the territory of a group 
from the outside. The testimony was all 
to the effect that there is no intention of 
building up a monopoly but on the other 
hand to avoid the setting up of a monop- 
oly which was feared if some action was 
not taken. The statement was made 
repeatedly that eastern and other outside 
interests would have the greatest diffi- 
culty in obtaining control of the existing 
groups, if indeed they could do so at all. 


Others Testify Similarly 


THER group bankers testified be- 

fore the committee to substantially 
the same views of the first two. They 
thought it unwise to force by legislation 
any system of banking on the country 
which would revolutionize the present de- 
veloping structure. Group banking, they 
contend, is a logical means of strength- 
ening the nation’s banking structure and 
any legislation which would destroy its 
development would undoubtedly have a 
bad effect. 

Robert O. Lord, president of the Guar- 
dian Detroit Union Group, Inc., and 
George F. Rand, of the Marine Midland 
Corporation of Buffalo, gave the com- 
mittee a picture of the benefits arising 
from the operation of group banking in 
their respective territories. 

In the Senate, the banking and cur- 
rency committee headed by Senator Peter 
Norbeck of South Dakota, has reported 
favorably the resolution introduced by 


HE stone col- 

umns and 
trim, against a 
field of Wyan- 
dotte red brick, 
in the Citizens 
Bank & Trust 


Company, Dans- 
ville, N. Y., 
harmonize with 

the Colonial 
Architecture of 

the Genesee 
Valley. 


Carries On the Old Tradition 


ISTORICALLY a part of Lord Rochester's domain, Dansville, 
in the Genesee country of Western New York, is distinguished 


as the home of Clara Barton, founder of the American Red Cross. 
Commercially, its manufactures of shoes, tissue paper and machinery, 
also its publishing house and nurserymen, are widely known. 

Sole occupant of its own snug valley, its gems of Colonial 
architecture half-hidden by venerable trees, Dansville surrounds its 
five thousand residents with an atmosphere of serene composure. 
In planning new buildings for a town of such well-defined character, 
one feels drawn toward a single, most a ager type of architecture. 
The urge is not to show the townsfolk something new, but to re- 
create their native atmosphere in the new stones, bricks and mortar. 

A recent addition to Dansville’s architecture is the Citizens Bank 
& Trust Company. It is built of fine materials, many of which are 
available only thru modern processes and transportation. Its modern 
appointments mesh with to-day’s banking practice. Yet this build- 
ing does not belittle less well-groomed neighbors. It joins them 


in expressing the town’s native spirit. 
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ITTING the town is only one of a number 
of major considerations in planning a new 
bank building. Fitting the bank’s business, 


and its | agar are equally important. These, 
and other vital factors, are more thoroughly 
discussed in “Building the Bank for Bust- 
ness.’? It is well to understand these matters 
even if your need for a new building is far 
distant. 

You are welcome to a copy of this booklet, 


without obligation. The coupon will bring it 


by return mail. 


+ ENGINEERS 


TILGHMAN Moyer Company, Allentown, Pa. 


Gentlemen: Without obligation, please mail 


me a copy of the booklet “Building the Bank 
for Business.” 


Senator Glass of Virginia, which directs 
an investigation of the Federal Reserve 
Board, the credit situation and the devel- 
opment of banking in this country. 

This proposed investigation is not 
likely to get under way until the next 
session of Congress, if the Senate should 
act favorably at this time. Senator James 
E. Watson, the majority floor leader, 
states that the investigating’ resolution 
is not likely to be taken up at this ses- 


sion. Other senators expressed similar 
views. The opinion is quite general that 
the Senate inquiry will be of a construc- 
tive nature. 

The first of the month brought a 
report of early action on a House bill 
which would prohibit any individual or 
corporation from acquiring more than 10 
per cent of the stock of a Federal re- 
serve member bank without the consent 
of the Board and Comptroller. 
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“STAINLESS” 


IN NEW YORK 


The Grand Central Branch of 
THE CHASE NATIONAL BANK 


ISITORS to this vault, and there are many, 
cannot help noticing and admiring its brilliant 


beauty. 
Enduring. 


It is lined with Stainless Steel... the 


Stainless Steel is a practical metal. It gives us 
the best features of ordinary steel in an imperish- 


able form. 


No polishing or replating is necessary 


for ‘Stainless’ resists rust, tarnish, corrosion and 


wear. 


It is ideal for Vault Linings, Safe Deposit 


Box Doors, Golf Clubs, Cutlery and Automobile 
Parts. ‘Stainless’ is solving age old problems in 


many industries. 


Genuine Stainless Steel is manufactured only under the patents of 


AMERICAN STAINLESS STEEL COMPANY 


Commonwealth Building 


. Pittsburgh, Penna. 


Thrift No Longer Sells Itself 


(Continued from page 1062) 


point of saturation is no nearer than 
the rainbow’s end. 


Pressure From All Sides 


EAUTY and fear are two of the 

handmaidens of the tooth paste 
manufacturers’ selling crew. The smile 
that will not come off is yours if you 
use it morning and evening. An so 
the morning chime urges us to step 
joyously into the colored tile bath. Our 
Cheshire-cat grin almost mitigates again 


our velvet shave and our breakfast, 
satisfying and lasting, yet light as the 
thistle, is washed down with coffee that 
is good to the last drop. 

Thus, at least in the advertisements, 
we polly-anna through the day until at 
last we sink into healthy slumber on 
our beauty-rest mattresses above springs 
that fit our curves. 

We as savings bankers may take a 
page or a volume or the whole library 
from those whose merchandising meth- 
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ods have changed and are changing the 
habits of a nation. We, too, can sel! 
happiness, health, beauty, contentment 
We can do it in good faith, without 
concern lest the frugality we encourage 
undermines a prosperity built on the ex 
change of goods. Despite our best ef 
forts, there will always be a great ma- 
jority. of those who are paying last 
month’s bills with next month’s income 

Bread lines are never made of sav- 
ings depositors. If men never grow 
rich by saving, no more do they with- 
out saving, so we have the eternal bal- 
ance with the savings banker a bit of 
a weighmaster and much of an altruist 
Counsellor to the many, he is faithful 
to a trust which all too often leads not 
to profit, yet cannot fail to yield a full 
measure of satisfaction and to bring 
recognition from those to whom he must 
look not only for new business, but also 
for business on his books—his present 
customers. 

In bank advertising and in our sell- 
ing, we have failed often to surround 
the subject with the importance it 
merits. The savings account is not a 
matter of pennies and nickles every 
week, or of 3 per cent. It is of tremen- 
dous importance to the average family 
—a vital factor when done justice—but 
a savings account must be built into at 
least three figures to mean anything. 
When one considers that in one bank 
which made small loans to a large num- 
ber of customers, one-third of those who 
made these small loans borrowed to pay 
medical and dental services, and 15 per 
cent borrowed to pay debts and loans, 
it is obvious that thousands of people 
have not begun to save even for the basic 
essentials in life. 

Effectively to build savings, we must 
have faith in savings. We must con- 
tinue strong in the knowledge that the 
savings bank renders an essential ser- 
vice to the individual, to the community, 
to the nation. 


Fiduciary Companies 
(Continued from page 1041) 


the most active function of the member- 
ship and welfare committee. 

Meetings should be held at more or 
less fixed intervals—monthly is usually 
the case with city associations which are 
possibly more social in nature; quarterly 
or semi-annually is usually the case with 
state associations. Regular meetings 
should be provided even if infrequent. 
The dues generally are nominal. In some 
instances the assessment method with a 
limit on the annual maximum is em- 
ployed. 

There are certain activities which re- 
commend themselves to the consideration 
of every association. These are: 
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Affiliate with and make use of the 
facilities and services of the Trust Com- 
pany Division of the American Bankers 
Association and thus gain the strength 
and advantage of participation in the 
nationwide scope of trust development 
and usefulness. 

Bring about as early as possible a 
standardized fee schedule. Nothing con- 
tributes to the usefulness of a trust offi- 
cers association, as well as to the stabil- 
ization of the values of trust services, 
more than a just operating schedule of 
charges, adhered to by all. Practically 
all fiduciary associations have adopted 
or are looking toward the adoption of 
uniform fee schedules. The schedule 
adopted by the Trust Company Division 
of the American Bankers Association is 
now in process of revision. 


Work for Better Trust Laws 


TUDY the trust laws of the state 
Gand set about to modernize them. It 
will be a slow process but is of the ut- 
most importance to success and safety. 
This may be started with a general 
fiduciary act, similar to that of New 
York State which is the model for a new 
and similar act in Kentucky. The Ohio 
association was originally formed to 
foster such legislation. This may grad- 
ually be superseded by a general re- 
vision of trust laws of the state as has 
been notably the case in California, and 
as is the crying need in the Southeast 
today. 

Study and standardize the general 
operating practices so as to preserve the 
trust idea through the rendering of care- 
ful, conscientious and understandable 
performance of fiduciary duties. An er- 
ror in the Middle West may frighten 
away a trust prospect in the South; 
whereas the successful handling of a 
trust item in one point of the country 
may promote that degree of good will 
necessary to consummate a trust con- 
tact in another community. Uniformity 
contributes to public understanding. 

Work out a simple, frank understand- 
ing with the local and state bar asso- 
ciations and lawyers clubs. As this is 
a vast subject in itself upon which vol- 
umes may be written, reference only is 
made to it here except to say that a 
unified front is particularly essential 
in this form of collective bargaining. 

Develop a common ground upon which 
to meet the life-underwriters. The cor- 
porate fiduciaries association of Phil- 
adelphia, for example, recently super- 
vised a lecture and course schedule of 
ten weekly meetings on life insurance 
trusts, life insurance as applicable to 
estate purposes, estate administration 
and problems, such as taxation. A 
nominal tuition fee was charged to de- 
fray the expenses and enrollments were 
accepted from banks, trust companies, 
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The New York 
Trust Company 


Capital, Surplus and Undivided 


- $47,000,000 


Domestic and Foreign 


Banking Facilities 


Trust Services 


Personal Services 


100 BROADWAY 
40TH STREET AND MADISON AVENUE 
5'7TH STREET AND FIFTH AVENUE 


insurance underwriters and members of 
the bar. 

Adopt a program looking forward 
over a period of time so as to give 
perspective to the subject of corporate 
fiduciary progress in your own commun- 
ity. Trust service is a long-time enter- 
prise and development of it in a uniform 
organized manner will build securely 
and substantially and return dividends 
to all concerned, increasing as the years 
are traversed. The rate of development 
reaching over 60,000 appointments of 
corporations as executor and trustee in 
1929 demands that careful preparation 


be made to handle this business as uni- 
formly as is possible. 

The Bergen County (New Jersey) cor- 
porate fiduciary association outlined its 
program for the first three years of 
its existence as follows: first year, ex- 
pansion and consolidation of member- 
ship; second year, development of or- 
ganization, including formation of strong 
committees and initiation of educational 
effort by means of talks and open 
forums; third year, development of in- 
tercourse among membership, the mu- 
tual cooperation and exchange of ideas, 
which resulted in the much to be desired 
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CENTENNIAL 


> The old pathway, hidden 
now under city pavement, passes our door on 
St. Charles Street...and motors roar where 


the first wagon train set out to win the West, 
a hundred years ago. Even the vision of the 


pioneers must have been incapable of fore- 
seeing the great financial “trading-post”’ that 
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today marks the place where their trail began. 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth ~ St. Charles 
St. Louis 


“LARGE ENOUGH TO SERVE ANY * *® STRONG ENOUGH TO PROTECT ALL” 


elimination of many unfavorable prac- 
tices and the stressing of the responsibil- 
ity which institutions bear to their cus- 
tomers. 

Consider a cooperative advertising 
campaign on trust facilities, at least on 
a once-a-month basis. I am a firm be- 


liever in that form of concerted public 
education. 


Fifty-Seven Already Formed 
HERE are fifty-seven associations of 
this character recorded with the 

Trust Company Division of the Amer- 
ican Bankers Association, the parent or- 


ganization of trust institutions in Amer- 
ica, each with definite purposes and a 
more or less extensive outline of con- 
structive work to be carried out. Of this 
number twenty-seven are state-wide as- 
sociations, seven of the twenty-seven are 


functioning trust sections and seven 


more are committees on trust powers 
and trust matters of state bankers asso- 
ciations; twenty-five are city or inter- 
city organizations, in many cases meet- 
ing with and as part of the state bank- 
ing associations of the respective states; 
the remaining five are county or inter- 
county bodies. 
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Each city and state should have such 
an association. There are seventeen 
states which do not have a functioning 
organization, either state, county or city. 
There are many cities in which the trust 
men have not gotten together to work 
out their common salvation. All of 
these present fields for the development 
of corporate fiduciary bodies which can 
mean as much to their members as do 
the associations already functioning to 
their constituents. With popular under- 
standing of trust facilities materializ- 
ing into an increase of appointments at 
a rate of over 100 per cent in two years 
it seems beyond the realm of under- 
standing that a group of trust men, 
whether in city or state, would permit 
themselves to drift along without a 
medium of contact for the discussion of 
their common problems, the development 
of profitable understandings, the dis- 
couraging of  price-cutting of their 
wares and the advancement in a unified 
manner in their profession. 


Corporate Executor Excels 


HE personal executor and trustee, 

generally speaking, whether a busi- 
ness man, a friend or an attorney, has 
not been the success which the modern 
business methods of these times demand. 
Do not misunderstand me; estates have 
been ably administered and will continue 
to be ably administered by individuals 
in the light of experiences of the past. 
However, the stability of property values 
and many other considerations point un- 
mistakab!y ‘to definite reasons for the 
increase in corporate appointments dur- 


ing the past few years. The corporate 
executor has rendered indispensable its 
position. Grouped together with a com- 
mon understanding, uniformity of prac- 
tice and presentation, the corporation 
executors can maintain and develop their 


earned prestige and increase their value 
to the communities served. 


Free Gold 


(Continued from page 1054) 

It can hardly be contended that there 
is any dearth of gold for those in need 
of it so long as gold stocks in France 
continue to increase. Undoubtedly most 
countries other than France and the 
United States need gold, especially Great 
Britain, on whose gold stock the financial 
interests of so many other countries 
depend. But back of this need of gold is 
the need of international balances which 
will cause gold to flow in their direction. 
Failing this the only manner in which 
they can acquire gold is by outright pur- 
chase for cash or through the medium 
of the usual long term loan which would 
give them command of the gold pur- 
chased for a fixed period. Short term 
loans for such a purpose would merely 
aggravate the situation. 
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Any attempt to place any consider- 
able portion of this gold abroad by ex- 
traordinary action as has been proposed 
must be made through the Federal Re- 
serve System and this in itself is open to 
serious objection. In the first place the 
Federal Reserve System is not organized 
for profit and any change in policy de- 
signed to make the system profitable as 
a result of competition with other banks 
would subvert the very purpose for which 
the system was organized. 

Of course it is inevitable that the re- 
serve system does make a profit, but un- 
der the law the dividend to member banks 
is limited to 6 per cent and any excess 
of profits over that rate is carried first 
to reserves until the latter equal the sub- 
scribed capital or twice the paid in cap- 
ital of the reserve bank, after which 90 
per cent of the excess is paid to the Gov- 
ernment as a franchise tax and the other 
10 per cent goes to surplus. The sur- 
plus is already too large and is growing 
larger and this provision of the law has 
already led to great dissatisfaction on the 
part of member banks partly because it 
operates unequally in different banks in 
the national system and partly because 
the member banks feel that they ought 
to have a larger share in the earnings of 
the system. 

To increase the earnings of the system 
under present conditions by further com- 
petition with banks either in domestic or 
foreign business would lead to increased 
dissatisfaction. Under the circumstances 
any more extended use that is to be made 
of the great stock of gold in the United 
States must be made through the chan- 
nels of ordinary banking and in the inter- 
play of demand and supply of gold in the 
international market. This greater use 
and more free interchange of gold sup- 
plies would be facilitated if the banks 
of the United States were in a better 


position to draw more freely upon the 


Federal reserve stocks for general pur- 
poses. Inasmuch as non-member banks 
can obtain gold only by outright pur- 
chase and member banks can obtain ad- 
vances from the Federal reserve banks 
only by the discount of eligible paper or 
by the pledge of Government obligations 
the only practicable means of increasing 
the freedom of gold movement in this 
manner would be to increase the facility of 
securing funds or gold by member banks. 
Under present conditions Government ob- 
ligations ata rate sufficiently low to per- 
mit of profit are becoming increasingly 
scarce for the purposes of such loans while 
ordinarily the supply of eligible paper is 
too small and uncertain to enable mem- 
ber banks to obtain gold funds for export 
safely and profitably. It is for this rea- 
son, among others, that there is any in- 
creasing movement among member banks 
seeking a change in the Federal Reserve 
Law which will permit Federal reserve 
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Ponca City, Okla., 

refinery operated 

by a Cities Service 
subsidiary. 


Cities Service 
Common Stock 


A group of Cities Service subsidiaries form a 
complete unit in the oil industry. They are en- 
gaged in producing, refining, transporting, 
and marketing petroleum products. 


Thus an investment in Cities Service Common 
stock is an investment not only in electric light 


and power, natural and manufactured gas com- 
panies, but in widespread petroleum proper- 


ties as well. 


HENRY L. DOHERTY & COMPANY =. 
60 Wall Street G) New York City 


Branches in principal cities 


CLIP AND MAIL THE COUPON 


Henry L. Doherty & Company 
60 Wall St., New York 


Please send me full informa- 
tion about Cities Service Com- 
mon stock. 


banks to make loans to members on the 
basis of high grade bonds. 

However, the underlying cause for 
the failure to make more extended use 
of American gold stocks lies in the 
fact that foreign nations in need of 
gold are not in an international eco- 
nomic position to command it freely and 
do not need it badly enough to obtain it 
by loan or by increasing their interest 
rates. Any attempt on the part of the 
Federal reserve to make more extended 
use of its gold stocks by short term in- 
vestments abroad would be an attempt to 
force upon other nations funds which 


Name 


they are at present unwilling to pay for. 
Already the Federal reserve is attempt- 
ing to place as much of its available 
funds abroad as practicable through its 
increased holdings of foreign accept- 
ances. The fact that foreign holdings of 
American acceptances have increased by 
about $325,000,000 during the past year 
is ample demonstration that any more 
drastic effort to place American gold 
abroad will fail for the reason that such 
funds are not wanted. In the meanwhile 
it is evident that a renewal of shipments 
of gold out of the United States would 
not be without its favorable features. 
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Public Good Will in these Checks 
on Wroe Nonalterable Bond 


Costs No More 


than ordinary paper. 
Tough, flexible—stands the 


F your bank symbol dramatizes your 


community's source of wealth—if it’s 


gaff. Doesn’t cut up under 
the check writer. Perfo- 
rates cleanly and _ posi- 


tively. 


Wroe Nonalterable Bond 
is not obviously safety 
paper. When the crook 
tries to alter a check he 
wrecks the job before he 
knows what he is up 
against. 


unique, confidence-inspiring—you can 
clothe it with power, on the clear, solid 
tint of 


Wroe Nonalterable Bond 


You can impress the depositor and re- 
cipient of your check with your solidity 
—and your precautions for his safety. 
For Wroe Nonalterable Bond is the su- 
perlative safety paper. (See panel at 
left.) 


Send for specimen checks and the name 
of a printer or lithographer in your 
community who can furnish you checks 


of this character. 


W. E. WROE & Co. 


(Producers of Construction Bond) 


22 West Monroe Street, Chicago 


ake Your Dank Ch TEN 


OF NONALTERABLE BOND > 


Holding the Bag of Silver 


(Continued from page 1057) 


The American silver dollar has all 
but disappeared from circulation in 


nations, but they have lost. more heavily 
upon a useless mass of silver piled up 
in the vaults of the treasury of the 
United States in the form of silver dol- 
lars—10,677 long tons of it whose only 
merit is that it is the product of the 
silver mines of the United States. How 
useless this mass of money really is can 
be understood by the fact that it has lost 
about one-fourth of its value in the past 
year and the people whose property it is 
have no idea that they have been hurt. 


many parts of the United States. It is 
practically unknown at the present time 
in the eastern states, it is sometimes 
met with in the central states and is 
more common on the Pacific.Coast, where 
people have never rid themselves of the 
hard money habit reminiscent of early 
mining days. Its place in circulation 
has been taken by the silver certificate. 
as more convenient to the public and 
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more economical for the Federal treas- 
ury. There are at the present time, 
varying somewhat from day to day, be. 
tween $48,000,000 and $50,000,000 in 
silver dollars in actual circulation in the 
country. 

On the first of January the total si]- 
ver dollar element in the monetary cir- 
culation of the United States amounted 
to $539,960,344 of which $493,942 249 
were held in the treasury. Of the lat- 
ter amount $491,725,711 represented the 
dollar-for-dollar reserve for the silver 
certificates and $2,216,531 was in cash, 
the rest being in actual cireulation in 
the country as coin—albeit most of the 
dollars in bank vaults. On Jan. 31 the 
amount held in the treasury had in- 
creased somewhat, the total being 
$494,128,757 of which $6,420,352 was in 
cash and the rest held as reserve against 
silver certificates and Treasury Notes of 
1890. On the same date the treasury 
also had on hand silver bullion to the 
purchase value of $5,435,483. The total 
silver in the treasury on Jan. 31, there- 
fore, disregarding subsidiary coins, 
amounted to $499,564,240. On Jan. 10, 
1929, the bullion value of this silver 
in the world’s markets, if it could have 
been sold, was $219,074,907 while on 
Jan. 8, 1930, its bullion value was only 
$167,893,651—a loss of $51,181,256 dur- 
ing the year. 

Of course, there has been a similar 
shrinkage of the value of the subsidiary 
coins in circulation. On the first of 
January of the current year there were 
$310,592,293 in silver coins of less than 
a dollar in circulation, about nine-tenths 
of which were in actual use in the coun- 
try and the rest in the Federal treasury. 
On Jan. 10 last year the bullion value 
of these coins was $128,559,586, while 
on Jan. 8 of the current year the value 
was $98,625,973—a loss of $29,933,613. 


America’s Loss Painless 


O one has actually felt these losses, 

although they are in fact, direct 
losses in the property of the United 
States. The greater part of the loss is 
in the bullion value of the silver dollars 
held as a reserve for the silver cer- 
tificates. If the silver reserve in the 
treasury had any practical value as an 
actual reserve this loss would be serious, 
for it would mean the impairment of the 
security of certain obligations of the 
United States to the extent of a fourth 
of their face value. 

As a matter of fact no one seriously 
regards this silver reserve as the real 
and substantial support of the silver 
certificates. While the certificates call for 
the payment of their face value in sil- 
ver dollars, the silver dollars are legal 
tender and are in actual practice re- 
deemable in gold. On Jan. 10, 1929, the 
silver in a dollar was worth 44.197 cents; 
on Jan. 8, 1930, it was worth only 
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33.8715 cents and at times since then it 
has been worth even less. Not since the 
high price of silver in 1919 and 1920 
as a result of war conditions has the 
silver in the dollar meant much more 
than nominal security for the certificates 
issued on the basis of the dollars held 
in the treasury. 

The real security has been the faith 
and credit of the United States. Silver 
dollars are merely an expensive variety 
of token coins worth about a third of 
their face value if they could be sold, 
but they cannot be sold at that price. 
So far as the 380,000,000 ounces more or 
less of silver now held in the treasury 
as security for the silver certificates are 
concerned, any attempt on the part of 
the Government to dispose of any con- 
siderable part of this metal in world 
markets at this time or at any time in 
the near future for the purpose of re- 
deeming the certificates in the gold in 
which ultimately and indirectly they are 
redeemable would simply drive the price 
of silver down to a point where it would 
be practically unsalable for any other 
than non-monetary purposes. The stock 
now held by the Federal treasury is 
equal to almost exactly the world pro- 
duction of silver for a year and a half. 


Silver Coins Now Luxury 


ILVER has been a principal mone- 

tary medium the world over for so 
many centuries that it is difficult for 
the man in the street in any country to 
realize that its actual usefulness as 
primary money has passed; while as sub- 
sidiary circulation it is not necessary, 
but rather a luxury. The only differ- 
ence in actual hard money worth be- 
tween a silver fifty-cent piece and a 
fifty-cent “shin plaster,” if such were to 
be had at the present time, is that the 
former has cost the Government twenty- 
three or twenty-four cents to issue, on 
an average, and if melted up could be 
sold for perhaps sixteen cents. A paper 
fifty-cent token would cost the Govern- 
ment a nominal sum and would be worth- 
less if melted up. 

The experience of European nations 
during the World War has led to some 
significant changes in their use or rather 
disuse of silver. The currency of France 
and Belgium was so depreciated during 
the war that silver, even fractional cur- 
rency, was driven out of circulation, and 
paper money was substituted. In the 
readjustment of their currencies in the 
past three years both France and Bel- 
gium, as well as other continental na- 
tions, have done away with silver sub- 
sidiary coins and have substituted token 
coinage or paper money entirely. 

The United States stopped the coinage 
of silver dollars under normal conditions 
in 1904, but toward the close of the 
World War when the demand for silver 
in India became so strong as to consti- 
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The common stocks of America’s leading corporations, prop- 
erly balanced and diversified, welded into a single, convenient 
trust investment. 


CORPORATE TRUST SHARES 


For the investor who wants maximum 
current income 


BAsic INDUSTRY SHARES 


For the investor who wants 
principal accumulation 


THE EQUITABLE TRUST COMPANY 
OF NEW YORK, TRUSTEE 


Included in the portfolios are such common stocks as Ameri- 
can Tel. & Tel., New York Central, DuPont, Standard Oils, 
General Electric, United States Steel, Union Pacific, Interna- 
tional Harvester . . . a fixed type of investment trust. Both 
trusts given a composite rating of “A” by Moody’s Investors 


Service. 


Recommended and offered by more than 200 leading 
investment houses and banks from coast to coast 


Wholesale Syndication by 


ROSS BEASON & CO., INC. 


120 Wall Street, New York for Eastern Section of U. S. 
Salt Lake City-Los Angeles for Western Section of U. S. 


SMITH, BURRIS & CO. 


120 S. La Salle St., Chicago for Central Section of U. S. 


tute a menace to British war finances, 
Congress passed the Pittman Act au- 
thorizing the Secretary of the Treasury 
to melt up silver dollars then in the 
treasury to an amount not exceeding 
$350,000,000 and sell the resulting bul- 
lion at one dollar an ounce, but provid- 
ing that whenever silver of American 
production was offered the treasury at 
that price an amount equal to the dollars 
melted up and sold should be purchased 
and recoined into dollars.- 

Under this arrangement the Govern- 
ment melted up and sold to India 
259,121,554 silver dollars, later also al- 
locating 11,111,168 silver dollars for 


melting and recoinage as_ subsidiary 
coins in the United States. In June, 
1920, the price of silver fell to a point 
where American silver producers were 
able to sell the Government silver at a 
dollar an ounce and the recoinage of 
dollars commenced and was continued 
until in 1928 the last dollars called for 
under this law were coined. 


Current Silver Coinage 


HE minting of subsidiary coins, 
however, continued in large and on 
the whole increasing amounts, although 
not much new silver is used for the pur- 
pose. In 1925, $48,480,808 was struck 
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Scrupulous attention to the little things as 
well as the big things is the essence of a 
bank’s operations. That is why, for progress- 
ive banks, the FINNELL Electric Floor Ma- 
chine has become the standard method of floor 
maintenance. Every step a customer takes on 
a clean polished floor advertises the established 
policy of the institution—faithful attention to 
details. 

The FINNELL waxes or scrubs—depending 
upon the needs of the floor surface. The 
FINNELL divides operation costs in half, 
multiplies savings, subtracts from the cus- 
todian’s worry over routine, and adds generally 
to the attractiveness of your bank, in the public 
lobby, and behind the cages. 

Choose—from eight different models—a ma- 
chine that will fit your needs exactly, adapted 
to the size of your building, the floor area, the 
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Where DETAILS Count 


type of floor. 


We shall be glad to make a 


survey and recommend the size you should 


have. 


INC., 2005 East 


Write today, the FINNELL SYSTEM, 
Street, 


Indiana. 


Elkhart, 


District offices in principal cities. 


Established 1906 


FI 


The smdllest Finnell Scrubber- 
Polisher. Light, compact, easy 
to handle. Ideal for Polishing 
small or crowded areas. 


NNELL 


ELECTRIC FLOOR MACHINE 


It waxes 


in subsidiary coins, but the average for 
the past four fiscal years has been 
$8,437,564. In the fiscal year 1929 
the Government purchased a total of 
2,469,942 fine ounces of silver for coin- 
age purposes, but of this amount 
1,509,435 ounces was silver contained in 
gold deposits. Under the law the mint 
must receive all gold presented for coin- 
age purposes and much of the gold thus 
offered the Government is associated 
with silver before it is refined. During 
the current fiscal year the Government 
purchased 1,050,000 ounces of silver, 
practically all of which was delivered be- 
fore the end of the last calendar year. 


It polishes It scrubs 


There are many advantages in the use 
of silver for subsidiary coinage. It is 
convenient, clean and sanitary, and al- 
though there is considerable loss from 
abrasion and mutilation it is durable 
and people have been accustomed to it 
for so long a time that it would be dif- 
ficult to dispense with it. Nevertheless 
considerable sums are needlessly locked 
up in it and it is subject to loss in value 
as the United States now finds to its 
chagrin. 

In the use of silver as a standard coin 
like the American silver dollar in a 
country on a gold standard, however, it 
is a wart on the log. It fits in nowhere. 
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The great stock of silver dollars now 
in the Federal treasury is an incubus 
and is retained for the reason that if it 
was dumped upon the markets of the 
world or even if any effort were made 
to dispose of it gradually the price of 
silver would be depressed beyond re- 
covery with consequent derangement of 
the commerce and finance of the entire 
world. 

The reduction in the price of silver 
between January, 1929, and January, 
1930, has cut the world buying power 
of the Chinese, Indo-Chinese, Persian 
and Abyssinian peoples with a silver 
basis currency by about one-fourth, 
while in spite of the fact that the Indian 
rupee is pegged to the British pound 
sterling, it has seriously affected the 
buying power of India. This reduction 
has directly affected markets in the 
United States for such staples as cotton, 
flour, iron, steel and copper, not to men- 
tion the long list of minor imports into 
the silver-using countries, and in fact it 
has seriously affected the trade and in- 
dustry of the entire world. Neither the 
commercial or the financial world can 
afford to permit silver to drop much 
further in price if there is any way to 
stop it. In the United States also the 
interests of silver producers are to be 
considered, and while 74 per cent of the 
silver now produced in the world is 
produced incidental to the production of 
copper, lead, zinc, and other metals, the 
silver content of the ores mined and 
smelted forms a considerable part of the 
net earnings of these enterprises. Ap- 
parently the United States must keep its 
stock of silver, great as it is and as ex- 
pensive as it is, for the simple reason 
that there is nothing else to do with it. 


Commercial Paper 
(Continued from page 1046) 


maximum volume. This can be consid- 
ered fairly good evidence that high rates 
are not a deterrent. Two years later 
rates had eased to around 4 per cent, but 
the volume outstanding only continued 
its steady pace toward lower levels. 

At the beginning of 1924 and continu- 
ing for four years, money rates varied 
from 8 per cent to 4% per cent, yet both 
the supply of paper and the demand for 
it revealed a constant tendency to di- 
minish. Finally, it was in the latter half 
of 1929, when rates reached another 
peak, slightly under that of 1921, that 
the volume of paper reached its lowest 
ebb. At least, the ease or tightness of 
money are not primary influences. 


Paper Has Good Record 


HE trend of commercial paper vol- 
ume in the immediate future depends 
on how much is needed by borrowers 
using the open market. The amount 
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needed depends, in turn, on whether 
business concerns generally are able 
to continue to obtain funds for cur- 
rent operations through stock sales and 
accumulation of liquid reserves, or must 
borrow from the banks. Commercial pa- 
per has lost little of its attractiveness 
as secondary reserve, from the banker’s 
point of view. It was a popular argu- 
ment in the period between 1907 and the 
war that in any financial crisis commer- 
cial assets had proved a tower of 
strength because commerce and industry 
were seldom so seriously disrupted as the 
security markets. During October, No- 
vember and December of 1907 banks and 
investors dumped their stocks and bonds 
on the market for whatever they would 
bring. In the months that followed, 
commercial paper was the one investment 
that escaped almost without injury. 
Much the same record was made in 1914 
and again following the recent decline 
in securities. 

For the present one does not have to 
look beyond the record of recent months 
to discover that the supply of funds 
through stock issues and bulging sur- 
pluses, has been measurably curtailed. 
Of the total amount of new security of- 
ferings during the first quarter of 1930, 
exceeding $2,250,000,000, only 18 per cent 
represented stock flotations. During the 
preceding quarter, comprising the last 
three months of 1929, the volume of 
stock financing was practically negligi- 
ble. The printing presses were able to 
turn out just as many certificates, but 
there was no demand for them. At pres- 
ent the tendency of stock flotations is up- 
ward, and as signs of reviving public 
interest accumulate it is inevitable that 
the volume of public offerings of com- 
mon and preferred shares will increase. 
Moreover, it seems to be an increasing 
practice to encourage installment pur- 
chases of new offerings in order to in- 
sure a flow of funds at regular intervals 
into a company’s treasury over a long 
period. 


Return to Open Market 


HE Federal reserve bank’s compila- 

tions of commercial paper outstand- 
ing at the end of each month since the 
crash reflect how firms, needing money 
and not able to get it through selling 
stock, resumed their use of the open mar- 
ket. In September the total was $265,- 
000,000, and the following figures show 
the increase since then: 

October 

November 


December 
January 


$285,000,000 
315,000,000 
334,000,000 
404,000,000 
February 457,000,000 
March 529,000,000 
For the first three months after the 
break—October, November and Decem- 
ber—the rise was exactly contrary to the 
normal, seasonal, downward trend. Every 


year, withou+ exception, since the Fed- 
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eral Reserve Bank of New York first 
made these compilations in 1918, the 
three months of October, November and 
December have shown a decreasing vol- 
ume of commercial paper outstanding. 
During the spring months the trend has 
usually been slightly upward, although 
in some years, notably 1920, 1921 and 
1925, the volume declined. In any case, 
the present rate of increase is much 
greater than normal. 

If it is right to make the deduction that 
business will return to self-financing, by 
stock issues, profit surpluses or other 
methods, as soon as it can, then it is 
reasonable to say that the present rising 
flood of new names in the open market 


is a temporary phenomenon. There are 
a number of good reasons for making 
such a deduction in spite of the fact that 
it costs a corporation more to float a 
stock issue, and large cash surpluses are 
expensive when call rates are low. 


A. I. B. Convention Program 


The program of the American Insti- 
tute of Banking Convention to be held 
in Denver, Colorado, June 16 to 20, will 
include discussions of audits and ac- 
counting, bank administration, business 
development and advertising, credits, 
deposit functions, investments and _ in- 
vestment banking, savings banking and 
trust company functions. 
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Over 60,000 Sargent & 
Greenleaf Safe Deposit 
Locks have been in- 
stalled in the main 
office and branches of 
the Canadian Bank 
of Commetce. 


The new head office 
building of theCanadian 
Bank of Commerce, To- 
rcnto, will be equipped 
with §& G Time, Com- 
bination, and Secret Key 
Changing Sealed Key 
Safe Deposit Locks. 


SARGENT & GREENLEAF, Inc. 


ROCHESTER NEW YORK 


CHICAGO BOSTON 


Reserves We Call Secondary 


(Continued from page 1066) 


anticipation of taxes—some having a 
definite due date while others have no 
maturity, but their date of call can gen- 
erally be figured to a comparative nicety. 
These certificates are tax exempt and 
are eligible collateral in case of neces- 
sity of borrowing. 

On all of these loans mentioned there 
is no brokerage fee in buying or sell- 
ing and the loan is worth at maturity 
the 100 cents on a dollar plus a far 
better rate than would be_ received 
on some of the nationally advertised 
offerings for secondary reserves. I ad- 
mit this class of securities should not be 


bought by wire to a reserve city in lots 
of $5,000 but the point I am endeavoring 
to make is that, theoretically, one’s as- 
sets should all be secondary reserve. 
Practically, I know they cannot and 
never will be, if we use our customers 
and our community with the true func- 
tions of a country bank in mind. Still I 
advance the thought that, in a measure, 
secondary reserves lie all around the 
country banker and there is no need of 
his financing corporations of unknown 
quality and quantity possibly a thousand 
miles from where the money was pro- 
duced. He is not serving his community 
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and in a measure is not true to his trust, 
He is relying on someone’s else judgment 
and not his own and that of his board of 
directors. 

There are, of course, exceptions to 
every rule, hence I do not want to be 
placed on record as stating that all those 
avenues of investment are open all hours 
of the day and night to the country 
banker. For instance, if rates are fair, 
nothing can surpass obligations of the 
United States or call money, if the ser- 
vice charge on the latter is reduced. 
These are secondary reserves in the 
strictest sense of the word—they are to 
be treated practically the same as cash. 

Then follows short-time bonds and 
collateral notes of known names whose 
bonds are listed. Of course, we cannot 
expect a rate, but what does a rate 
amount to when we want a reserve that 
is pronounced and actually means 
“secondary reserve’’? 

Be honest with the bank. If one really 
wants a secondary reserve, he should 
make it one and nothing else. It pays 
wonderful dividends in peace of mind. 
This feeling permeates even to the low- 
liest employee and in turn displays itself 
in a confidence which the banking com- 
munity unconsciously absorbs and be- 
comes convinced that a certain bank is a 
good bank and a safe bank to do busi- 
ness with. 


Government Banking 
(Continued from page 1058) 


ceivers-general, who are the representa- 
tives of the finance department in con- 
nection with its currency, loans and other 
business. A number of separate branches 
also were operated in the maritime prov- 
inces. Deposits in these banks reached 
a maximum of $19,000,000 in 1890. 

The combined deposits in these institu- 
tions at their peak of $62,000,000 in 1908 
represented about one-fourth of the Do- 
minion’s debt, and were therefore an im- 
portant source of funds for the govern- 
ment. In the present war-burdened age, 
they represent less than 2 per cent of the 
total, and could be paid off by a compara- 
tively small refunding loan. 

The Dominion system has been oper- 
ated as a service to.those who wish to 
use it, rather than as a “go-getting” 
business. There has been practically no 
advertising. Probably only a small sign 
in the post office intimates that deposits 
can be made. Competition of the Domin- 
ion system, which back about 1880 had 
nearly half as much in deposits as had 
the chartered banks, has been a declining 
factor in later years. 

The provincial savings offices have @ 
different record. They at least have 
been aggressive, and they gained rapidly 
at first, but in the last three years they 
have barely held their own. 

After the war the Provinces of On- 
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tario and Manitoba established rural 
credits. In Manitoba, heavy losses have 
been disclosed, though Ontario still re- 
ports a surplus from operations. But 
that is the other side of the story. The 
savings offices, though established for the 
main purpose of financing these loans, 
are backed by the security of the prov- 
ince, and are handled by different officers, 
the governments acting as intermediary 
between the savings offices and the rural 
credit boards. 

The Ontario Savings Offices began op- 
erations in 1922, paying 4 per cent inter- 
est compared with the chartered banks’ 
rate of 3 per cent. By October 31, 1924, 
they had $21,285,000 on deposit, which 
was much more than was required for 
rural credits up to that time, the balance 
of nearly $14,000,000 being used for 
other purposes by the government. The 
interest rate was reduced to 3 per cent 
on November 1, 1923. Whether for that 
or other reasons, deposits fell back to 
$18,366,000 by 1926. There was a re- 
covery to $22,784,596 by the end of 1929. 

The Ontario system has seventeen 
branches which, though advertised to the 
public as Ontario Savings Offices, are of- 
ficially termed sub-treasury branches. 
The number of depositors is approxi- 
mately 60,000. The branches are designed 
like those of the chartered banks, but 
while the latter own most of their prem- 
ises, either directly or through subsid- 
iary holding companies, the government 
branches are all leased. The government 
allows the savings system one per cent 
for its expenses; that is, the government 
now pays it four per cent on all the 
funds raised. 


Pay Their Own Way 
CCORDING to the public accounts, 
the savings offices have paid their 

way and show an accumulated surplus 
of $174,000. In the absence of other 
figures covering the cost of handling sav- 
ings deposits in Canada, it is interesting 
to see that the Ontario system has been 
operated just within 1 per cent. 

In Manitoba, only five branches have 
been established. They have about 45,- 
000 accounts, totaling $15,403,550 in de- 
posits according to the last official state- 
ment. The total grew steadily to 1927, 
with little change from that time. Farm 
loans in Manitoba are just about $10,- 
000,000, so that the savings office has 
been adequate in this respect. The Prov- 
ince of Alberta also receives savings de- 
posits in its treasury department and 
has outstanding about $12,000,000 in re- 
ceipts therefor, but it does not operate 
savings branches. 

In this past ten years there has been 
one failure of a chartered bank, which 
was the Home Bank in 1923. This was 
one of the smaller institutions but be- 
cause of the small number of banks in 
Canada any failure is conspicuous, and 
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Condensed Statement, March 27, 1930 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and Due 


from Banks and Bankers 


Real Estate Bonds and Mortgages 


Items in Transit with Foreign Branches 


Credits Granted on Acceptances 
Real Estate 


308,735,592.54 
198,552,290.61 
26,369,985.98 
7,800,000.00 
45,220,636.99 
952,401,843.96 
770,939.99 
21,105,300.11 
162,289.099.48 
14,549,527.71 
11,525,848.17 


$1,749,321,065.54 


LIABILITIES 
$ 90,000,000.00 
170,000,000.00 
35,035,100.51 


Surplus Fund 
Undivided Profits 


Accrued Dividend 
Outstanding Foreign Bills 
Bills Payable 


$ 295,035,100.51 
4,306,000.00 
479,827.00 
19,500,000.00 


Accrued Interest, Miscellaneous Accounts Payable, 


Reserve for Taxes, etc 


14.850,167.35 


Agreements to Repurchase United States Securities 


Sold 


Acceptances 


3,759,204.93 
162,289,099.48 


Liability as Endorser on Acceptances and Foreign 


Deposits 
Outstanding Checks 


reacts upon all. This event, at a time 
when the provinces had newly placed 
their savings offices at the disposal of 
the public, gave a boost to the business 
of the government institutions. Within 
a year the Ontario and Manitoba systems 
gained about $7,000,000 each, while the 
post office deposits also recovered about 
$1,800,000. In fact, it is clear that this 
failure pushed the provincial systems 
ahead to some importance. 

Compare figures for 1870 with 1908 
and 1929, concerning savings deposits: 


$32,897,546 


115,716,235.28 


$1,091,123,097.32 
42.262.333.67 


1,133,385 430.99 
$1,749,321,065.54 


It will be seen that the combined gov- 
ernment deposits are just slightly more 
than they were in 1908, while the de- 
posits of the chartered banks have more 
than trebled. Deposits in the loan and 
trust companies and in the two specially 
chartered savings banks are approxi- 
mately $110,000,000. However, their fig- 
ures for early years are not available. 
With these included, the total of deposits 
in Canada comes to approximately 
$1,600,000,000 or an average of $160 per 
head of population. 


1870 1908 1929 
$1,434,405,212 


$429,719,218 
62,581,155 25,988,846 


3,411,419 
38,188,146 
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6 of the 12 
Main Offices of the 


14 of the 27 
Branch Offices of the 


FEDERAL RESERVE BANK 


Have Mosler Vault Doors or 
Mosler Interior Vault Equipment 


Atlanta (3 vaults) 
Dallas (2 vaults) 


Richmond (Interior equipment) 
Sav Francisco 


Kansas City (2 vaults) St. Louis 


Helena 
IIouston 


Baltimore 
Birmingham 
Denver 
Detroit 

El Paso 


Nashville 
New Orleans 


Oklahoma City 


Omaha 


Salt Lake City 


(Interior Equipment) 
San Antonio 
Seattle 


Mosler has meant Safes and Safety for more than 75 years 


The Mosler Safe Co. 


The Largest Builders of _ and Safes in theWorld 


FACTORIES 


ATLANTA BOSTON 
NEW ORLEANS 
PITTSBURGH 


TOKYO, JAPAN 


CHICAGO ¥ 


PORTLAND 


LONDON, ENGLAND 


HAMILTON, OHIO 


KANSAS CITY LOS ANGELES 
OKLAHOMA CITY 

SEATTLE 


DALLAS 

NEW YORK 

SAN FRANCISCO 
SHANGHAI, CHINA 


Watching the Parade of Small Borrowers 
(Continued from page 1049) 


can file these cards away without more 
delay and they serve both for future 
reference and for a signature file. The 
applicants like them better, too.” 
“Good idea,” began Mr. Whitley, but 
he was interrupted by a white clad fig- 
ure with a paint spattered cap and dirty, 


bony hands. 


Wants 200 ‘‘Smackers”’ 


ee HAT’S the chanct of a feller 

gettin’ a couple hundred smack- 
ers?” he put it. “My work’s pickin’ up 
now and I thought if I could get a new 
outfit I’d be able to line up—” 


“You might fill these out,” we ex- 
plained, cutting him as short as possible. 
As he trudged out, examining the papers 
with that slow curiosity so common to 
the unacademic mind, Mr. Whitley said: 
“You aren’t going to make him a loan 
are you?” 

“No, Im fairly sure we will not. How- 
ever, we never refuse an application. 
You are really getting the hang of this 
thing quite well, aren’t you, Mr. Whit- 
ley? You can almost tell as soon as 
you talk to an applicant what class to 
put him in.” 


“True. This is a very interesting 


game, and what’s more, from the way 
they are coming in here this morning I 
can see a mighty good profit in a small 
loan department.” 

Then Mr. Whitley took charge. He 
met all applicants for the day. By 
three o’clock he had given out applica- 
tions to some thirty people. Most of 
them were salaried workers, although 
there were salesmen, owners of filling 
stations and businesses, hotel keepers, 
electricians, janitors, one farmer, and 
one state grain inspector. 


Ground for Enthusiasm 


HAT bunch today,” said Mr. 

Whitley, as we sat at dinner, “cer- 
tainly represented a fine class of Amer- 
icans. It is no wonder you are enthused 
over the small loan business. You’ve 
got me going strong. I’m going to stay 
two or three more days until we get 
credit reports on the whole thirty I 
talked to today. I want to see just how 
many are good. You know,” he spoke 
with a boyish excitement, “I believe there 
are more than twenty out of that group 
who are A-1.” 

Mr. Whitley was getting the spirit 
sure enough. Two days later we had 
received credit ratings or had personally 
checked the statements of the thirty ap- 
plicants. Twenty-one were approved 
and three were asked to furnish addi- 
tional signers or security. All three 
did as required and their loans were 
made. This brought the total to twenty- 
four out of thirty. Mr. Whitley was 
elated. His judgment in reading char- 
acter had been tested and found excel- 
lent. He decided to stay the remainder 
of the week. 

He studied our methods of advertising 
and decided the plan of offering $1 to 
each borrower who brought a friend to 
whom we made a loan—an excellent end- 
less-chain idea—was better than money 
spent in too much newspaper publicity. 
He learned that 15 per cent of a bor- 
rower’s yearly salary was a good maxi- 
mum for any loan; that loans should 
pay all a borrower’s other debts; that 
no borrower should have a loan who 
was taking some impractical step; that, 
all in all, the small loan department 
should take it upon itself to assist bor- 
rowers in every possible way toward 
sound financial management and_ulti- 
mate thrift. 


Opens Profitable Field 


ES,” he said on his last day, 

“I’ve got the answer to my ques- 
tion. The small loan department brings 
people from all walks of life to the bank. 
True, they are small folks, but they are 
a mighty sound class. You know, as we 
sat in the hotel this evening over our 
coffee, I saw two people there I knew. 
One was Mr. Drury, the attorney. He 
was having dinner with a state senator. 
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And over near one of the windows was a 
young lady, who is a stenographer for 
the A. R. King Wholesale Company. 
Neither would ever suspect the other of 
being broke temporarily. And I just 
couldn’t keep from wondering how many 
others in the room had their little per- 
sonal loans—inviolate confidences with 
their bank. It came to me what an 
enormous proportion of the men and 
women in our country are now going to 
come to our banks to receive this service 
in personal credits. 

“It’s the beginning of big business for 
our banks and it’s a service we should 
have offered the public before this, be- 
cause it’s an important thing for our 
customers, too—this loaning money at 
bank rates on character and earning 
ability. Perhaps, we might conclude that 
Americans are running on narrow mar- 
gins these days. Be that as it may, 
bankers are in the business of loaning 
money and I’m going back to my town 
and show the board how much money a 
small loan department makes directly, or 
indirectly. Come back and make us a 
visit soon—I’ll have the department in 
full swing!” 

So Mr. Whitley began his department 
along with more than one hundred simi- 
lar divisions now being conducted in our 
banks. He was only one of the many 
bankers who are fast beginning to real- 
ize that there is no better class of 
security than the American salary 
earner. Once the small loan department 
is organized and operating, under proper 
supervision, it offers any community a 
financial service that is needed and ap- 
preciated. It brings to the bank, not 
the “down and outer,” nor the scum of 
humanity — but the large income man 
who is “temporarily embarrassed” or 
the small income man who is just plain 
“broke”—and both of them are high 
class Americans whom you are proud to 
have seen in your lobby; whom you are 
glad to accommodate, and from whom 
you are more than pleased to accept a 
deposit when they are over their tem- 
porary shortage and become one of your 
regular depositors. 


Trust Prospect 
(Continued from page 1069) 


As a matter of policy the trust com- 
pany will consult with her and carry 
out her wishes whenever possible in the 
administration of the estate. However, if 
she expresses a doubt as to whether or 
not the trustee will consider her wishes, 
I then tell her the trust company will be 
glad to have her made joint trustee, 
under the trust instrument, so that she 
will have equally as much control, over 
all of the investments, and will have just 
as much to say about the management 
of the estate as will the trust company. 
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Underwriters and Distributors of 
Government, Municipal, Railroad, 
Public Utility and Industrial Securities 


Investment and Brokerage Service 


Members New York and 
other leading Stock Exchanges 


OTIS & CO. 


Established 1899 


NEW YORK 


CLEVELAND 


CHICAGO 


Offices in twenty-eight cities 


At the same time the experience of the 
trust company will protect her against 
unsafe investments and against the like- 
lihood of dissipating the principal. Any 
part of the principal is available if the 
income proves insufficient for her needs 
at any time or under any circumstances. 


The Salesman’s Pursuit 


NOTHER very convincing argument 

is to say to her that, even though 

she may be entirely capable of distin- 
guishing a good investment from a bad 
one, she will probably be pursued con- 


tinually by salesmen offering question- 
able securities simply because she is a 
widow and, therefore, assumed not to be 
experienced in investment matters. An- 
other consideration which appeals strong- 
ly to her is the fact that well-meaning 
relatives and friends will make every 
effort either to direct her investments for 
her because they feel she needs assis- 
tance, or to borrow her money from her 
without proper security. 

Finally I emphasize to her the fact 
that the trust company may be used by 
her simply as her financial secretary and 
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FOR INDIVIDUAL AND 
INSTITUTIONAL INVESTORS 


Every investment account, whether made up entirely of 
fixed interest-bearing securities or including a proportion 
of equity issues, should have a foundation of high-grade 
bonds. Government, State, Municipal and the best Cor- 
poration bonds are the recognized media for the conserva- 
tion of capital, and are just as suitable investments for 
individuals as for savings banks, insurance companies and 


other institutions. 


The National City Company provides conveniently located 
investment offices in the following cities where recommen- 
dations for the employment of current surplus funds will 


gladly be made: 


Albany, N. Y. 
Atlanta, Ga. 
Atlantic City, N. J. 
Baltimore, Md. 
Birmingham, Ala. 
Boston, Mass. 
Buffalo, N. Y. 
Chicago, IIl. 
Cincinnati, Ohio 
Cleveland, Ohio 
Dallas, Texas 
Davenport, Iowa 
Denver, Colo. 
Detroit, Mich. 
Hartford, Conn. 


Houston, Texas 


Indianapolis, Ind. 
Kansas City, Mo. 
Los Angeles, Calif. 
Louisville, Ky. 
Memphis, Tenn. 
Miami, Fla. 
Milwaukee, Wis. 
Minneapolis, Minn. 
Newark, N. J. 
New Orleans, La. 
Oakland, Calif. 
Omaha, Neb. 
Pasadena, Calif. 
Philadelphia, Pa. 
Pittsburgh, Pa. 
Portland, Me. 


Portland, Ore. 
Providence, R. I. 
Rochester, N. Y. 
St. Louis, Mo. 

St. Paul, Minn. 
San Diego, Calif. 
SanFrancisco,Calif. 
Scranton, Pa. 
Seattle, Wash. 
Spokane, Wash. 
Tacoma, Wash. 
Toledo, Ohio 
Washington, D. C. 
Wilkes-Barre, Pa. 
Montreal, Canada 
Toronto, Canada 


The National City Company 
National City Bank Building, New York 
INVESTMENT SECURITIES 


U. S. HEADQUARTERS 


imported Arms, Ammunition & Parts 
Mauser -Luger - Merkel Bros. -Mannlicher, - Webley - Scott, etc. 
Fall line American Arms mmunition 
Springfield's Restocked to Col. Whelen’s Revised Specifications 
Largest stock in America of fine new Rifles, Trap, Field Guns, 
SideArms, Air Rifles & Pistols. * Telescopes mounted. *Expert 
Repairing.* Send 25c in stamps for 128 page Arms Catalog. 


A. F.STOEGER. Inc. NEW YORK.N.Y. 
509 Fifth Avenue (at 42nd St.) 


advisor thereby enabling her to maintain 
her social contacts and continue to give 
her attention to her home and friends, 
which pleasures she would otherwise have 
to forego in order to administer the busi- 
ness affairs of the estate. 

By this time I firid that I may enter 
into a discussion of the trust provisions 
to take effect after the death of the 
wife, discussing the proper time to de- 
liver the principal to the children. She 


has become in thorough accord with the 
trust idea and will join in the discussion 
enthusiastically and with very definite 
opinions on the subject, having uncon- 
sciously waived her objections and ac- 
cepted the trust plan, as she should. 


N a few instances I have found it 

necessary to have more than one 
conference with the wife because, after 
she goes away, certain questions arise 
in her mind which she feels should be 
settled with the trustee before she agrees 
to the plan. However, she will come back 
of her own accord for a further confer- 
ence and, after proper reassurance, will 
see that her husband signs the trust in- 
strument without too much delay. 

I have been able to sell the trust plan 
to the wife of the prospect in every in- 
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stance where the prospect is able to 
induce his wife to come to the trust 
department for a conference. 

Our great mistake in the past has been 
in taking the position that the wife is 
not mentally capable of protecting her 
own interests. She resents such an im- 
plication. The sooner we get away from 
any mention or discussion of her capabil- 
ity and, instead, emphasize to her the 
vast amount of trouble, inconvenience, 
worry, harassment and expense to which 
she will be subjected in personally man- 
aging her husband’s estate, then we will 
find that the wife is the greatest advo- 
cate of the trust idea to be found. 


New Books 


AMERICA LOOKS ABROAD. By Pau! 
M. Mazur. Published by the Viking 
Press, New York City. 299 pages. 


Two years ago the author wrote 
“American Prosperity,” a volume which 
forecast that American business would 
be increasingly concerned with foreign 
markets and foreign finance. The pres- 
ent book uses a minimum of economic 
theory to present a picture of the new 
and dominant position that America has 
come to occupy in the world of business. 
A considerable portion is devoted to 
answering the question: “How will 
Europe pay?” Mr. Mazur writes: 

“In arts, in letters and in culture there 
may be little at present that the Old 
World can learn from the New. But in 
commerce and industry the past fifteen 
years have witnessed America’s coming 
of age. Today she offers an adult’s ex- 
perience to nations old in history but 
young in some essential elements of 
modern industry and trade.” 


FINANCING EXPORT SHIPMENTS. 
By F. R. Eldridge. Published by Har- 
per and Brothers, New York. 231 
pages. Price $3.50. 

In preparing this volume Mr. Eldridge 
has made use of his wide background of 
expert knowledge as a foreign trade rep- 
resentative of the United States Depart- 
ment of Commerce. There are twelve 
chapters covering the entire range of 
subjects connected with the exportation 
of goods. Documents used in foreign 
trade are reproduced in facsimile. 


AMERICAN MONETARY AND BANK. 
ING POLICIES. By George William 
Dowrie, Professor of Finance, Grad- 
uate School of Business, Stanford Uni- 
versity. Published by Longmans, 
Green and Co., New York. 401 pages. 
Against a background of historical de- 

velopment, Professor Dowrie has aimed 

to put current monetary and banking 
policies in America to the test of wheth- 
er they are good or bad for society. 

Chapter II can be said to have special 

interest at this time. It deals with 

policies relating to the banking structure. 
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Convention Calendar 


DATE STATE 
1930 ASSOCIATION 
May Rhod2 Island 
East Providence 
May 8-10 North Carolina Pinehurst 
May 138-14 Mississippi Gulfport 
May 138-15 Texas Fort Worth 
May 15-16 Tennessee Knoxville 
May 15-17 New Jersey Atlantic City 
May 16-17 New Mexico Raton 
May 20-21 Oklahoma Tulsa 
May 21-22 Arkansas Little Rock 
May 21-22 Maryland 
Atlantic City, N. J. 
Pennsylvania 
Atlantic City, N. J. 
Wichita 
Birmingham 
St. Louis 
Dayton 


PLACE 


May 21-23 
May 22-23 Kansas 
May 22-23 Alabama 
May 27-28 Missouri 
June 4-6 Ohio 
June 4-6 Wisconsin Milwaukee 
June 4-7 California Del Monte 
June 5-8 District of Columbia 
Asheville, N. C. 
Savannah 
Medford 
Quebec 
Grand Rapids 
Aberdeen 
Moscow 
Davenport 
St. Paul 


June 7 
June 9-10 
June 9-11 
June 10-12 
June 11-138 South Dakota 
June 12-13 Idaho 
June 16-18 Iowa 
June 17-19 Minnesota 
June 17-19 South Carolina 
Myrtle Beach 
West Virginia Charleston 
Washington Bellingham 
Utah Salt Lake City 
Maine South Poland 
Illinois Peoria 
Virginia Hot Springs 
Colorado Glenwood Springs 
Connecticut New London 
North Dakota Bismarck 
July 17-19 Montana Great Falls 
Aug. 29-30 Wyoming Casper 
Sept. Kentucky Louisville 
Sept. 10-11 Indiana Fort Wayne 


AMERICAN BANKERS ASSOCIATION 
‘MEETINGS 
June 16-20 American Institute of 
Banking Denver, Colo. 
Sept. 29-Oct. 2 Convention 
Cleveland, Ohio 


REGIONAL CONFERENCES 
May 27-28 Western Savings 
Salt Lake City, Utah 
Aug. 6-7-8 Pacific and Rocky Mt. 
States Trust 
Seattle, Wash. 


OTHER ASSOCIATIONS 
21-23 National Foreign Trade 
Council 


Georgia 
Oregon 
New York 
Michigan 


June 19-20 
June 19-21 
June 20-21 
June 21 

June 23-25 
June 26-28 
June 27-28 
June 27-28 
July 8-9 


Los Angeles, Cal. 
22-24 National Safe Deposit 
Convention 
Boston, Mass. 
. 17-20 Financial Advertisers 
Ass’n Convention 
Louisville, Ky. 
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ALEIDOSCOPIC 
CHANGES! 


Business is on the double-quick! Developments of far- 


reaching influence occur almost over night. 


Methods 


and equipment rapidly become obsolete ; long-established 
markets disappear without warning; killing competition 
develops from a totally-unexpected direction. 


Ameriean Credit Insurance 


Credit information cannot always keep pace with 


changes in financial stability. 


Failures cannot always 


be foreseen in time to avoid them. That is why alert, 
clear-thinking Manufacturers and Jobbers in every line 
of business, are safeguarding their credit opinions with 
the certain, complete protection of credit insurance, as 
issued by The American Company. 


Bankers, we should like very much to present our com- 
plete and interesting story to you, so that you, in turn, 
will be in a position to discuss it with your patrons. 


The AMERICAN 


CREDIT~ INDEMNITY Co. 


OF NEW YORK 


J. F.M*° FADDEN, presipsnt 


Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 

In Canada—Toronto, Montreal, Etc. 


BANCA NAZIONALE 
DI CREDITO. 


HEAD OFFICE IN MILAN 


Capital Lire 300,000,000 fully paid 
Reserve Fund... Lire 60, ,000 
Deposits (Dec. 31, 29), over Lire 2,388,000,000 
80 BRANCHES IN ITALY 
REPRESENTATIVE OFFICE IN NEW 
YORK: 76 WILLIAM STREET. 


ITALO-FRANCAISE DB 
unis and Grombalie 


Sebenico and Spalato; BANCA COLONIALE DI CRED- 
ITO, Asmara, Massaw. 


EVERY DESCRIPTION OF BANKING 
BUSINESS TRANSACTED 


Are the members of your staff getting 
from the Journal all the usable ideas 


You Can Avoid Hold-Ups 
and False Alarms, Too 


Hold-up men know that Padua electric protection 
Is certain. 

adua. quietly and easily put 
into action, and yet protected against false alarms. 
Let us show you how much safer you are with 
Padua equipment. 


Lift of foot sets off alarm No false alarm ati mop 
PADUA Hold-Up Alarm 


46 Seneca Street Cohoes, N. Y. 


put into it for them each month? In- 
vestigate our group subscription plan! 
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PICTURE 

OF A BANK 
‘BUILDING 
GOOD WILL 


Hundreds of progressive banks through- 
out the country are now using the 
Hercules Certifier ... the only machine 
that prints, macerates, and duplicates on 
the back of the check, the entire certi- 
fication record, the amount, the date, 
and the serial number. 


In discarding the antiquated, hazardous 
rubber-stamp method for this modern 
means of check certification, these banks 
are providing an added protection much 
appreciated by their depositors. They 
are inspiring greater confidence. . . la- 
belling their bank abreast of the times, 
unusually considerate of their depos- 
itors security, and eager to render an 
extra service. 


This modern machine will build good 
will for your bank. A demonstration 
will not obligate you in any way. Ask 
for a representative to call. 


SAFE GUARD 
CORPORATION 
LANSDALE, PA. 


Condition of Business 
(Continued from page 1072) 


000, are up again to the high point at 
which they opened the year, after a sea- 
sonal and apparently only temporary 
liquidation of $500,000,000; they are a 
full billion higher than at this same date 
in either 1929 or 1928. Holdings of in- 
vestments are working upward steadily 
and have increased by $250,000,000 since 
the first of the year; however they have 
not yet been built up to the level at 
which they prevailed before the 1928-29 
cycle of high money and abnormal de- 
mands for secured loans occurred and 
forced banks to dispose of their bonds. 

Demand deposits have shown a rather 
marked gain during March and April, 
and at $13,500,000,000 are up $500,000,- 
000 from the year’s low and exceed the 
deposits of a year ago, when so many in- 
dustrial and financial concerns were 
drawing money out of the banks to lend 
in the call money market. Time deposits 
are also growing steadily and are now 
higher than in May of any previous year. 

The Federal reserve banks are in a 
strong position. Discounts and advances 
for the entire system amount to less 
than $500,000,000 compared with an 
even billion a year ago. Holdings of 
government securities and bills bought 
in the open market are running along 
with little change at $500,000,000 and 
$250,000,000 respectively. Part of this 
liquidation of reserve credit has of course 
been the result of the gold imports since 
the first of the year. The New York 
Federal Reserve Bank and the Bank of 
England reduced their rates from. 34 to 
3 per cent, and the Bank of France 
dropped from 8 to 2% per cent. Four of 
the reserve banks in other cities, to wit, 
Richmond, St. Louis, Atlanta and Minne- 
apolis, reduced their rates from 4% to 4 
per cent during the month. 


Increase in Security Trading 


HE foregoing figures on the ex- 
pansion of collateral loans are natu- 
rally a reflection of increased demands 
for brokerage accommodation on the 
Stock Exchange, though it may be 
argued that many of such loans were 
made only because the lack of com- 
mercial demand for funds made the rates 
so cheap that they constitute an invita- 
tion to borrow for speculative purposes. 
If money is cheap enough it can be used 
with a profit to carry stocks whose divi- 
dends exceed the carrying charges, and 
the interest paid may be deducted from 
taxable income, whereas dividends re- 
ceived from domestic corporations do not 
pay a tax except when total income is 
in the higher brackets. Moreover, stocks 
whose dividends will more than pay 
carrying charges may be undervalued 
and therefore have a chance to appre- 
ciate in price. 
There has lately been quite an increase 
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FOR INVESTMENT 


NOW 


is the time to buy certain 


New York City 
Bank Stocks 


at bargain prices 


Ralph B. Leonard & Co. 


MEMBERS : 


Association of Bank Stock Dealers 
Unlisted Securities Dealers Association 


49 Wall St., New York City 


Far-Flung 


Sales and Service 
Organizations 


Sales and service organizations 
of Stewart-Warner are established 
all over the world. 


These organizations facilitate the 
distribution of Stewart-Warner 
products and those of its sub- 
sidiaries. More than that, they 
insure the satisfaction of the 
countless millions who profit by 
their use. 


Ask your broker for a list of 
products manufactured, also for 
a copy of the last financial state- 
ment. Or apply direct to the 
Corporation. 


STEWART-WARNER 
CORPORATION 
1826 Diversey Pkwy., Chicago 


and subsidiaries 
Stewart-Warner Alemite Corp’nof Canada, Ltd. 
The Bassick Co. 
The Alemite Corp’n. 
The Stewart Die Casting Corp’n. 
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theHanchelt Bond 


Growth: 


.... Sales of electricity 
by all companies in the 
National Electric Group 
increased 16% in 1929 

. sales of gas in- 
creased 9%. 


These figures are an in- 
dex of steady growth 
both by the companies, 
and the 2015 communi- 
ties which they serve 
in 15 states, ... from 
Maine to Florida. 


NATIONAL ELECTRIC 


POWER COMPANY... 
57 William Street, New York 


6% TAX 


EXEMPT BONDS 


AT PAR 


The following are special improve- 
ment bonds, payable from taxes 
levied against the benefited prop- 
erty, which taxes are a lien ahead 
of all mortgages or other encum- 
brances and co-equal with general 


taxes. 
Matur- 
ities Price 


100 


WILMETTE, ILL. 
6% Improvement Bonds 1931/39 


PARK RIDGE, ILL. 
6% Improvement Bonds 1931/39 


NILES CENTER, ILL. 
6% Improvement Bonds 1934/44 


ALBUQUERQUE, N. M. 
6% Improvement Bonds 1934/37 


CARLSBAD, N. M. 
6% Improvement Bonds 


100 
100 
100 
1938/39 100 
Special concessions quoted to Banks 


Write for complete circulars 


Incorporated 1910 


Investment Securities 


fa. 


39 South La Salle St., Chicago 
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in the volume of Stock Exchange trading 
and prices have advanced moderately in 
all three general groups—industrials, 
railroads and utilities. To attempt at 
this time to run prices up beyond a mod- 
erate advance appears somewhat futile 
in view of the continued subnormal activ- 
ity of commercial enterprise that under- 
lies and ultimately determines all stock 
values. Attempts in this direction that 
have been made have served principally 
to give the market the appearance of 
heavy trading, whereas the bulk of the 
transactions has been confined to a few 
issues. The sharp reaction that occurred 
recently was therefore not surprising, 
and need not be explained as due to the 
publication of unfavorable first quarter 
reports by the railroads and industrials, 
nor by the cut in copper prices; it was 
already more than overdue because of 
the technical condition of the market. 

In the bond market there has been 
some slowing down from the ease with 
which the heavy offerings of the first 
quarter were disposed of. There are evi- 
dences of some accumulation of unsold 
issues in dealers’ hands but the situation 
is not such as to cause any serious con- 
cern. The supply of bonds has been 
quite heavy this year, considering that 
many individuals are still crippled from 
their stock market experience and that 
business profits are nearly 20 per cent 
less than a year ago for representative 
corporations. Nevertheless, bond men are 
beginning to doubt whether there will 
ever be a complete return of the popu- 
larity of bonds to the position they held 
before the public became imbued with 
the passion for common stocks, and the 
sale of fixed-income investments is re- 
stricted because so many people who 
ordinarily would be expected to be bond 
buyers are still “stock minded” and are 
holding back making commitments in the 
hope that they can again have an oppor- 
tunity to make money by “quick turns” 
in the market. 


Beaver Skin Money 


ROM time to time some reader of the 

Journal has written to us asking if 
the magazine would make some particu- 
lar incident in the economic history of 
America the subject of a cover illustra- 
tion. The ancient practice of using 
beaver skins as a unit of value, a basis 
of exchange, has appealed to severai 
readers and the next cover is based upon 
that practice. 

In the de Maris painting from which 
the June cover was made, the artist in his 
usual intriguing way vividly presents a 
glimpse of life as it prevailed in those 
parts of the country, where for a period 
men perforce “banked” their savings in 
the form of skins of wild animals, and 
paid for their purchases with the same 
medium. 
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NTENDED victims with hands 
in the air—an assistant 
cashier steps on release control 
—lobby flooded, bandits en- 
veloped with blinding, incapaci- 
tating Federal Gas. 


One instant—bank employees 
and patrons helpless, next in- 
stant—bandits overcome, es- 
cape impossible—no shooting, 
no one harmed. 


Bankers, everywhere, are afraid 
not to have this modern Fed- 
eral Gas Protection for them- 
selves and their patrons. Thou- 
sands of Federal installations 
now in use. Send for com- 
plete information of the one 
defense that bandits will not 
attempt to overcome. 


FEDERAL LABORATORIES, Ine. 
185 Forty-first St., Pittsburgh, Pa. 
Gentlemen: 

Without obligation on our part, 


you may send us your book “Protection 
Against Banditry and Crime.” 
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Scovell Wellington 


and Company 
ACCOUNTANTS + ENGINEERS 
10 East 40TH StreEET, New York City 


BOSTON CLEVELAND CHICAGO 
SPRINGFIELD SYRACUSE KANSAS CITY 


OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


G M A C obligations 


enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
regarded as a national standard for short term investment, they 
have been purchased by thousands of banks, institu- 
tions and individuals the country over. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL Motors 
ACCEPTANCE CORPORATION 


OFFICES IN PRINCIPAL CITIES 
Executive Office -- BROADWAY at 57TH STREET ~ New York City 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS 


MIDLAND BANK 


LIMITED 


A Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction of banking business of every 
description. It has offices in the Atlantic Liners 
“ Aguitania” “Berengaria” “Mauretania” 
and with affiliated banks operates over 2500 
branches in Great Britain and Northern Ireland. 


The offices in Poultry and at 196 Piccadilly are 
specially equipped for the use and convenience of 
American visitors in London. 


Head Office: POULTRY, LONDON, E.C.2 
Overseas Branch: 122 OLD BROAD STREET, LONDON, E.C. 2 


PHILADELPHIA 
SAN FRANCISCO 


OVER $66,000,000 


The Way to Sell 
Trust Service 
(Continued from page 1031) 


Wherever possible talk in pictures as 
much as possible. Use homely illustra- 
tions. Give examples. For instance, 
when C. W. Hunt set out to sell his 
coal loader, he had just one argument 
and it invariably made a sale. His 
loader moved the coal in pockets in- 
stead of dragging it along a trough in 
the usual way. So Mr. Hunt would say 
to a mine owner, “You see it is like this: 
if you wanted to move a cat across the 
street, would you drag it by the tail, 
while it clawed and scratched you and 
the roadway, or would you put it in a 
basket and gently carry it across?” This 
was not really an argument. It was not 
even logical. Coal and cats are two en- 
tirely different propositions. But it was 
a picture, and as such it at once ap- 
pealed to the customer’s mind. 

As Herbert Casson, that past master 
of salesmanship, wrote twenty years 
ago: “The most important and interest- 
ing word to any man, in any language, 
is his own name. No matter how com- 
monplace he may be, he has at least that 
one distinguishing mark. Better not go 
near a man than to meet him and mis- 
pronounce his name.” 

If a solicitor cannot discover any dis- 
tinguishing mark about the man himself, 
he should talk his location. Talk about 
his building. If it is well kept, tell him 
so. Say something that will please him, 
for no one likes to do business with a 
stranger. If one shows that he knows 
nothing, and cares less about a prospect, 
certainly the latter will care nothing for 
the solicitor or his bank. , 


Tact Is Not Flattery 


EFORE venturing to worry a man 
about one’s bank or trust company, 
we owe him the honor of having first 
thought about him and what he is doing. 
To do this is not flattery, as so many 
solicitors believe. It is rather good 
breeding. It is tact. It is courtesy. It 
is showing a proper deference and re- 
spect for the personality of your client. 
As far as possible listen first and talk 
afterwards. It is always better for him 
to talk than to talk to him. Many a 
solicitor has talked his own chances to 
death, while figuratively speaking he 
tried to back the hearse up to the pros- 
pect’s door. No matter how interesting 
one is, or how much dynamic personality 
he thinks he has, he cannot possibly be 
as interesting to a prospect as the lat- 
ter’s own voice is. This is an axiom 
of human nature which most of us for- 
get. 
As Herbert Spencer said in one of his 
last articles, the brain is mostly feeling. 
The faculty of reason is very small in 


the best of us. Reason is nature’s. 
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youngest and most delicate child. It was | 
last to come and may be first to go. But 
feeling on the contrary is as old as the 
human race and older. There will always 
be feeling as long as there is life, and 
one of the first steps in an interview is to 
create a favorable feeling toward one’s 
company and oneself. 


Patience and Restraint 


ROM first to last it is the duty of 

the solicitor to cater to his pros- 
pect’s mood—to his beliefs and his feel- 
ings. No matter how wrong-headed and 
whimsical he may be, the time to correct 
him is after the sale has been made, not 
before. Do not argue or contradict. 
There is an old fallacy floating around 
to the effect that a solicitor’s mouth 
must be full of arguments. It must not. 
There is not a very keen demand for 
controversy in our work. 

Unfortunately, we cannot recreate our 
prospects. We must take them as they 
are, bundles of fallacies and contradic- 
tions. It is the supreme honor of sales- 
manship, that it deals with the most dif- 
ficult of all raw material. 

If it takes a month to close a will or 
trust, either of two conditions generally 
exist. The solicitor does not know his 
business, or the man was not a logical 
prospect. To overcome this, study the 
prospect. Pick the best handle he has, 
be it pride or vanity, self-interest or 
self-respect. But first one must ascer- 
tain one’s own limitations. Do not 
imagine that because he is reputed to 
be rich, he is a good prospect. Not every 
man of means needs a trust company, 
and it is best to find that out first. 


How ‘‘Handle System’? Works 


ECENTLY I called on a man of 
considerable means whose _ three 
sons were in their own right men of 
prominence. I knew he did not need a 
trust company, and would resent the 
suggestion, so instead of trying to obtain 
his will, I talked about his sons, and how 
the trust company could help men who 
were not so fortunately situated as he. 
In this I was reaching for two, if not 
three of his handles. Before I left he 
not only suggested the names of several 
of his friends who did need our services, 
but called up one of them and told him 
he was sending me over to discuss a mat- 
ter which he felt would be of interest. 
By catering to this man’s feelings I 
earned his respect and his confidence. 
The problem of the trust solicitor is 
how to be adaptable without being ser- 
vile, how to have the strong hand in the 
soft pliable glove; and how to guide a 
prospect while all the time he thinks he 
is guiding himself. To do this one must 
learn to harmonize with a prospect as 
successfully as gray harmonizes with 
blue, or as gold does with purple. In 
brief, you must be men of finesse with- 
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in production 
Day and night 
service (the latter you 
when necessary) 

by skilled craftsmen 


319-331 N. Albany Ave., 


Printing, Lithographing and Steel Plate Printing 
of listed and unlisted Bonds, Stock Certificates 
and other negotiable instruments calls for 


S PE E D——»-——_ SAFETY 


A trial will 

demonstrate 
our ability 
to serve 


— 


President 


CENTRAL BANKNOTE 


COMPANY 


Chicago 
Van Buren 8000 


COMPLETE PLANTS IN GCHIGAGO AND NEW YORK 


@ 


Dollar for Dollar 


Many a man who insists upon penny 
accuracy in accounting for quick 
assets is negligent of dollar error in 
accounting for property. Yet in either 
account, error distorts earnings 
dollar for dollar. American Appraisal 
Service determines the facts upon 
which accurate property accounts 


may be built. 


THE 


AMERIGAN APPRAISAL 


GOMPANY 


New York + 
and Principal Cities 


AN INTERNATIONAL ORGANIZATION 


in delivery 


Securities deliv- 

ered by armored 

automobiles in the 
Chicago District 


233-45 Spring St., 
New York 
Walker 3976-3979 


Chicago + Milwaukee 
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type. The wise president knows that 
&, hh es yyvr human nature has moved up and his 
solicitors, to be effective, must move up 


HEN a Banker has valued customers leaving for 
Southern California, he will do them a favor by 
giving them letters of introduction to Security-First 


National Bank. 


With Resources exceeding $500,000,000; with more 
than 700,000 depositors; with many branches through- 
out Los Angeles, and in sixty-two communities 
from Imperial Valley on the South to Fresno and 
San Lu's Obispo on the North...this is the domi- 
nant fitancial institution of the southern part of 


California. 


A large, highly organized and very efficient Trust De- 
partment; an Investment subsidiary...Security-First 
National Company; a Department of Research and 
Service joined with a complete Banking service at 
every Branch, make this the Institution to employ as 
your Pacific coast connection in every way any bank 


can serve you. 


ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


YOUR 
CANADIAN 


CORRESPONDENT 
* 


GUARDIAN 
TRUST COMPANY 
618 ST. JAMES ST., MONTREAL 


Robert Stanger, Pres. 


Steel Cabinets 


rotect Against FIRE- 


butAre 


can’t be found? 
“Bound 
this safety right tase 
cr with ACCO FASTEN 
21! a lock compressor fir 


standard filing 
operation is the last! 
ing dealer’s name 


with it. Human nature is the main fac- 
tor in the problem. The solicitor of 
tomorrow will study human nature as a 
theatrical producer studies every detail 
of scenic effect, as scientists study elec- 
tricity. 


Headlines of Character 


E will study human faces until he 
can read the headlines of char- 
acter that are written there. He wil! 
keep in touch with children for the 
reason that many a man has the brain 
of a child. In this way he will keep 
fresh and avoid the canned speech that 
is so universal. He will know that he 
and his prospect must be natural friends. 
However, a solicitor should not allow 
himself to become purely an analyst, for 
the analyst will unconsciously lose the 
common touch. Any attempt to develop 
a standard plan of approach will only 
lead to stagnation. My whole thought 
is to give a proper appreciation of 
human nature, and human nature is 
pretty much the same the world over. 
Do not be afraid to tell a man what 
the fees are. Remember the job is to 
sell a commodity in the form of future 
service, and very few business men care 
to buy anything without knowing what 
out deception, and diplomacy without the cost is to be. Above all, do not cut 
insincerity. an established fee. It will only cheapen 
The fact is, that today a trust com- the solicitor, his company and the service 
pany demands solicitors of the highest he seeks to offer. 


Statement of Ownership 


STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCULATION, Etc., REQUIRED BY THD ACT OF 
CONGRESS OF AUGUST 24, 1912, of AMERICAN BANKERS ASSOCIATION JOURNAL, published 
monthly at New York, N. Y., for April 1, 1930. a 
{State of New York, county of New York, ss. Before me, a Notary Public in and for the 
State and county aforesaid, personally appeared James E. Clark, who having been duly 
sworn according to law, deposes and says that he is the editor of the AMERICAN BANKERS 
ASSOCIATION JOURNAL and that the following is, to the best of his knowledge and belief, a 
true statement of the ownership, management (and if a daily paper the circulation), etc., 
of the aforesaid publication for the date shown in the above caption, required by the Act 
of August 24, 1912, embodied in section 411, Postal Laws and Regulations, printed on the 
reverse of this form, to wit: , 
fl. That the names and addresses of the publisher, editor, managing editor, and business 
managers are: Publisher, F. N. Shepherd, 110 East 42nd Street, New York, N. Y.; editor 
James E. Clark, 110 East 42nd Street, New York, N. Y.; managing editor, none; business 
manager, James E. Clark, 110 East 42nd Street, New York, N. Y. 
2. That the owner is: (If owned by a corporation, its name and address must be stated 
and also immediately thereunder the names and addresses of stockholders owning or holding 
one per cent or more of total amount of stock. If not owned by a corporation, the names 
and addresses of the individual owners must be given. If owned by a firm, company, or 
other unincorporated concern, its name and address, as well as those of each individual mem- 
ber, must be given.) The American Bankers Association, 110 East 42nd Street, New York, 
N. Y. (A voluntary unincorporated association of banks: John G. Lonsdale, Mercantile 
Commerce Bank & Trust Co., St. Louis, Mo., president and F. N. Shepherd, 110 East 42nd 
Street, New York, N. Y., executive manager.) 
13. That the known bondholders, mortgagees, and other security holders owning or holding 
one per cent or more of total amount of bonds, mortgages, or other securities are: None. 
4. That the two paragraphs next above, giving the names of the owner, stockholders, and 
security holders, if any, contain not only the list of stockholders and security holders as 
they appear upon the books of the company but also, in cases where the stockholder or 
security holder appears upon the books of the company as trustee or in any other fiduciary 
relation, the name of the person or corporation for whom such trustee is acting, is given: 
also that the said two paragraphs contain statements embracing affiant’s full knowledge 
and belief as to the circumstances and conditions under which stockholders and security 
holders who do not appear upon the books of the company as trustees, hold stock and 
securities in a capacity other than that of a bona fide owner; and this affiant has no reason 
to believe that any other person, association, or corporation has any interest direct or indirect 
in the said stock, bonds, or other securities than as so stated by him. 
5. That the average number of copies of each issue of this publication sold or distributed, 
through the mails or otherwise, to paid subscribers during the six months preceding the 
date shown above is.—(This information is required from daily publications only.) 
JAMES E. CLARK, 


Sworn to and subscribed before me this 31st day of March, 1930. Editor. 


{Gladyse E. Snyder, Notary Public. 
{ (My commission expires March 30. 1932.) 
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CLINTON GILBERT 


Bank 
Trust 
Title 


Insurance 


STOCKS 


Bought—Sold 


CLINTON GILBERT 


Established 1890 


Members Unlisted Securities Dealers Asen. 


Members Assn. of Bank Stock Dealers 


120 Broadway New York 


RECtor 4833 and 6746 


Phila.: Rittenhouse 4262 
Hartford: 5-1141-2 


Guaranteed 


SAFETY 
and 6% Yield 


@uaranteed safety and a yield of 
6 per cent are both yours in Hmpire 
Bonds. Your principal is secure— 
your income guaranteed. Back of 
each issue are valuable, income- 
earning properties. Every Empire 
issue is trusteed by a large bank 
or trust company. The bonds are 
legal for trust funds by actual court 
ruling. Executors. attorneys and 
endowed institutions favor them; 
so do wise individual investors. 
Write today for circulars of new 
issues. 


Empire 


BONDS 


Empire Bond & Mortgage Corporation 
68S Fifth Avenue, New York, N. Y. 


FOR SALE—VAULT DOOR 


No. 1 rating. Weight six tons. 7 feet 
by 314 feet. Price F.O.B. Altoona 
$250.00. 


Mountain City Trust Company 


Altoona, Pa. 


INDEX TO ADVERTISERS 


American Appraisal 1101 
Americnn Clip CO. 1102 
American Credit Indemnity Co. ...... 1097 
American Depositor Corporation ...... 1089 
American Express Company .......... II 
American Founders Group ........... XI 
American Institute of Steel Construc- 
American Stainless Steel Company ... 1084 
Anaconda Copper Co. ............205. 1063 
Banca Nazionale di Credito .......... 1097 
Bank Vault Inspection Co. ........... VII 
Burroughs Adding Machine Co....1050, 1051 
Bush Terminal Company ............. IX 
Central Banknote Company..........-- 1101 
Central Hanover Bank & Trust Com- 
Central Trust Company of Illinois .... 1068 
Chemical Bank & Trust Company ..... 1091 
Chevrolet Motor Co. ...............4.5. I 
Cleveland Trust Company ............ 1074 
Consolidated Sxpanded Metal Com- 
Continental Illinois Bank & Trust Co. XVI 
Pahlstrom Metallic Door Co. ......... XV 
Diebold Safe & Lock Company ....... 1047 
Doherty & Co., Henry L. ............ 1087 
Empire Bond & Mortgage Co. ........ 1103 
Federal Laboratories, Inc............. 1099 
Fidelity & Deposit Co. of Md. ........ vill 
Finnell System, Ine. 1099 
First National Bank, Chicago ........ 1060 
First National Bank in St. Louis. .3rd Cover 
First Wisconsin Bank, Milwaukee...... xX 
Foreman State Banks ............... 1040 
General Foods Corporation .......... 1052 
General Motors Acceptance Corporation 1100 
Gilbert, Clinton 1102 
Gilbert Paper Co. 1064 
Guardian Trust Co. .... 1192 
Guaranty Trust Co. ................-. 1093 
Hanchett Bond Co.................... 1099 
Hoggson Bros. .................- 1081 
Indiana Limestone Co. IV 
Dee COL 1103 
Lamson Company 1048 
Lamonte & Son, George .............. 1075 
Leonard & Co., Ralph B............... 1098 
Marchant Calculating Machine Co. .... 1082 


Marine Midland Corporation of N. Y.. 1076 
Mercantile Commerce Bank & Trust Co. 1084 


Midland Bank, Ltd................... 1100 
Monroe Calculating Machine Co. ...... 1055 
Moody’s Investors Service ....... 1042, 1043 
Mosler Safe Co. ..........ccccccecccs 1094 
Mountain Citv Trust Company ........ 1103 
National Ass’n of Mutual Casualty Cos. 

2nd Cover 
National Cash Register Co. .......... 1070 
National City Company .............. 1096 
National Electric Power Co........... 1099 
New York Trust Company ............ 1085 
Padua Hold-Up Alarm Corp. ......... 1097 
Philadelphia National Bank .......... 1079 


Remington Rand Business Service, Inc. 
XII, XIII and 4th Cover 


Safeguard Checkwriter Corporation.... 1098 
Sargent & Greenleaf, Inc. ........... 1092 
Scovell Wellington and Co............. 1100 
Security-First National Bank of Los 
1102 


St. Louis Bank Bldg. & Equipment Co.. 1078 


Standard Statistics Co. .............. 1073 
Stewart-Warner Corporation.......... 1098 
Tilghman Moyer Co. ..............5. 1083 
Todd Company 1044 
Wright Con, Bs 1103 
Wroe & Co., W. E. .... 1088 
Yawman & Erbe Mfg. Co. ............ 1036 
York Safe & Lock Co. .............. 1059 


DIGNITY 

of a STEEL- 
ENGRAVED 
STATEMENT 
COVER 


constitutes a background 
of character for your finan- 
cial statement . . . and 
creates an interest in your 
institution that you could 
probably secure in no 
other way. 


We've been en- 


graving statement 
covers for leading 
financial institutions 
throughout the 
country for over 58 
years. May we send 
you a few speci- 
mens of recent pro- 
ductions? 


E. A. Wright Company 


Broad & Huntingdon Sts. 


PHILADELPHIA - - - PA. 


58 Years of Continuous Service 


STEEL: STRONG TOOLS 
BETTER C TELLERS 


Catalogue printed in 6 
colors describes these 
and other handy tools 


for the coin teller, and 
lists 400 dealers ready 
to serve you. 


Write for Catalogue and List 


Manufactured b; 


The C. L. Downey Co., Cincinnati, Ohio 


941-943-945-947 Clark Street 


Automatic Lock, Steel Rein- 
forced, Dust-Proof, Durable. 
Saves 90% of your filing 


Collapsible SONG costs without loss of effi- 


elency. 86 sizes. A dealer 


KAY-DEE A. is near you. Insist on seeing 
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86th St. QUIK-LOKS before buying 


Now. storage files. Write today 
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WHAT DO YOU THINK? 


«@ Being a more or less personal talk between the Evitor and the READER @* 


Money Transfers 
"Hose who sigh for the good old 


times when there was safety in the 
streets and practically all of the banditry 
was in the story books may still find ideal 
conditions in British and European cities. 
Almost any day in one of the principal 
cities of Scotland whoever wishes to may 
see the money being delivered to banks 
under conditions which indicate confidence 
and trustfulness. One may see a kihdly 
old man going through the streets in a 
slow-going open vehicle of the kind that 
old ladies of a generation or two ago loved 
to go “carriage calling” in on bright sum- 
mer days. 


The kindly looking old man draws up 
in front of a bank, takes a bag of money 
in each hand and crosses the walk to the 
bank steps. He places both bags on the 
top step, turns his back upon them evi- 
dently with no more fear of the conse- 
quences than if they were small bags of 
salt and returns to his vehicle for more. 

Contrast this with the familiar armored 
car of our own cities, and its guards who 
have but one hand with which to carry 
money because they must keep their other 
hand on their pistols. 


There are two reasons why the bank 
bandit, the hold-up man and the payroll 
snatcher does not operate in Great Britain 
as he does here. The first reason is that 
he has more respect for the law because 
the law is enforced without the interminable 
delays that so often characterize our own 
cases. The age of legal quibble has not 
yet dawned over there. 

A second reason is the difficulty of escape. 
Though the modern American bandit might 
make what he terms his “getaway,” there 
really is no place for the British bandit to 
go where he would be reasonably safe from 
capture but to London which as experience 
proves would be but running into a bag. 


The Banks Closed His Account 


LONDON newspaper prints a story 

about a man who walked the street of 
that and other English cities with £83,000 
in two suit cases, unsuspected alike by good 
men and bad men, and weighed down not 
so much with the responsibility of his pos- 
sessions as with the weight of the currency. 


He had conceived a scheme of race track 
gambling with other people’s money and 
through which he promised to pay approx- 
imately £5 a week for every £100 placed 
with him. The money poured in and for 
a time he had phenomenal luck. But soon 
a bank in Cardiff where he had his account 
told him to take it away, whereupon he 
transferred his funds to two banks in Not- 


tingham. After a while both these banks 
closed his accounts without any explanation. 


Then he resolved to carry the money 
around with him, so purchasing two strong 
suit cases he went to the two Nottingham 
banks and soon found himself in the streets 
with £83,000 in his hands and for many 
months he wandered over England with the 
two suit cases, But his luck changed, cus- 
tomers became dissatisfied, he returned 
money to many of them and the stock of 
cash dwindling he “sold the business” and 
turned over £17,000 to his successor. The 
police, however, eventually ran him down 
and he was sent to prison. 

His only adventure with the money came 
suddenly and unexpectedly:— 

“I came to London” he is quoted as 
saying “in the autumn of 1921 and stayed 
at a well-known hotel in the Strand. I 
decided to count up the money, and dumped 
it on the bed. 

“Just as it was nicely stacked up in heaps 
—a mixture of Treasury notes, bank notes 
up to £1,000, and gold sovereigns—the 
maid came in with the tea. 


“She dropped the tray and screamed, 
‘Burglars,’ and we had quite a time ex- 
plaining things to the management. 


“At night I simply dumped the money 
under the bed.” 


1436 Banks 


HERE is one unit of the Journal cir- 

culation that is worth a moment’s con- 
sideration on the part of the chief executive 
of every bank. That unit has to do with 
multiple subscriptions. No less than 1,436 
have placed with the Journal orders for 
10,888 annual subscriptions. 

These subscriptions are for the benefit of 
officers, directors and department heads, that 
each may have his own copy to peruse its 
contents in his own time and his own way. 

The thoughts, the facts, the opinions in 
the average issue of this magazine are fur- 
nished for the most part by practical 
bankers. They are not opinions, guesses, 
or laymen’s notions of bank operations. 
Coming from practical bankers, successful 
men, based on actual experience with the 
subject in hand, which experience often runs 
over long periods of years, the contents of 
the Journal are valuable for the three 
classes mentioned in the foregoing. 

That is why every bank, might well have 
a group of subscriptions for the benefit of a 
large number of its staff. 


The benefit accrues to the bank. 
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Conference Benefits Still 
Available 


W. PORTER, Commissioner of Fi- 
®@nance, Boise, Idaho, in a letter to the 
bankers of Idaho, called their attention to 
the published proceedings in booklet form 
of the Pacific Northwest Bank Management 
Conference, held in Portland, Oregon, 


March 4-5-6. 


In this letter Mr. Porter says: “The dis- 
cussions and papers read at that place were 
made by bankers of practical and successful 
experience in this Northwest and were re- 
freshingly different from the usual hypo- 
thetical and abstract discussions that take 


place in the meetings of banking associations. 
In fact, the papers delivered at that meeting 
constitute in my judgment a valuable text- 
book on the questions involved and ought 
to be in the hands of and read by every one 
in the Northwest who desires to better equip 
himself to take care of the seriously respon- 
sible business in which he is engaged. 

“The main theme running through all 
the papers and speeches delivered had in 
mind the prevention of losses, the more 
eficient management of banks and the ulti- 
mate increase of profits to stockholders of 
banks, which, after all is said and done, con- 
stitute the reason why men invest their 
money in bank stock. 

“These proceedings, embracing all the 
addresses and papers delivered at the meet- 
ing, have been compiled into one volume 
and published at the request of the delegates 
attending the Conference, by the Commis- 
sion on Banking Practices and Clearinghouse 
Functions of the American Bankers Associa- 
tion, and are available at nominal cost of 
printing, $1.00 each.” 

Similar letters were written by other bank 
commissioners in the Northwest, also in the 
Central Atlantic States relative to the pub- 
lished Proceedings of the Central Atlantic 
States Bank Management Conference, and 
in the Southern States relative to the pro- 
ceedings of the Southern Bank Management 
Conference, indicating that the bank com- 
missioners recognize the value of the pub- 
lished proceedings of each of these im- 
portant bank management conferences in the 
development of better and more profitable 
banking. 
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